S. HrG. 110-541

FUTURE ENERGY NEEDS

HEARING

BEFORE THE

COMMITTEE ON
ENERGY AND NATURAL RESOURCES
UNITED STATES SENATE

ONE HUNDRED TENTH CONGRESS
SECOND SESSION
TO

RECEIVE TESTIMONY ON THE CHALLENGES TO MEETING FUTURE EN-
ERGY NEEDS AND TO DEVELOPING THE TECHNOLOGIES FOR MEET-
ING INCREASED GLOBAL ENERGY DEMAND IN THE CONTEXT OF THE
NEED TO ADDRESS GLOBAL CLIMATE CHANGE

JUNE 25, 2008

&R

Printed for the use of the
Committee on Energy and Natural Resources

U.S. GOVERNMENT PRINTING OFFICE
44-855 PDF WASHINGTON : 2008

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON ENERGY AND NATURAL RESOURCES
JEFF BINGAMAN, New Mexico, Chairman

DANIEL K. AKAKA, Hawaii
BYRON L. DORGAN, North Dakota
RON WYDEN, Oregon

TIM JOHNSON, South Dakota
MARY L. LANDRIEU, Louisiana
MARIA CANTWELL, Washington
KEN SALAZAR, Colorado
ROBERT MENENDEZ, New Jersey
BLANCHE L. LINCOLN, Arkansas
BERNARD SANDERS, Vermont
JON TESTER, Montana

PETE V. DOMENICI, New Mexico
LARRY E. CRAIG, Idaho

LISA MURKOWSKI, Alaska
RICHARD BURR, North Carolina
JIM DEMINT, South Carolina
BOB CORKER, Tennessee

JOHN BARRASSO, Wyoming
JEFF SESSIONS, Alabama
GORDON H. SMITH, Oregon
JIM BUNNING, Kentucky

MEL MARTINEZ, Florida

ROBERT M. SIMON, Staff Director

SaMm E. FOWLER, Chief Counsel
FRANK MACCHIAROLA, Republican Staff Director
JUDITH K. PENSABENE, Republican Chief Counsel

1)



CONTENTS

STATEMENTS
Page
Bhatia, Karan, Vice President and Senior Counsel, General Electric Com-

9120 0 SPSPR 40
Bingaman, Hon. Jeff, U.S. Senator From New Mexico ......... 1
Domenici, Hon. Pete V., U.S. Senator From New Mexico 5
Hirst, Neil, Director, Energy Technology and R&D, International Energy

Agency, Paris, FTancCe .......cccccccioiiiiiiiiiiiiiceee ettt 8
Kopp, Raymond J., Senior Fellow and Director, Climate Policy Program,

Resources FOr The FUtUIe, .........ooooiiiiiiiiiiiieeieeee e 54
Orbach, Raymond L., Under Secretary for Science, Department of Energy ....... 16
Wilson, Tom, Senior Program Manager, Global Climate Change Research,

Electric Power Research Institute, Palo Alto, CA .....cccovreiiiiiiiiieeeeeeeieeees 48

APPENDIX
Responses to additional quUestions ... 63

(I1D)






FUTURE ENERGY NEEDS

Wednesday, June 25, 2008

U.S. SENATE,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 9:36 a.m. in room SD-
366, Senate Dirksen Office Building, Hon. Jeff Bingaman, chair-
man, presiding.

OPENING STATEMENT OF HON. JEFF BINGAMAN, U.S.
SENATOR FROM NEW MEXICO

The CHAIRMAN. OK. Thank you all for coming. We have a hear-
ing on the challenges of future energy needs that we should be pur-
suing in order to address our energy needs and the issue of global
climate change as well.

Nearly 20 years ago, James Hanson was before this same com-
mittee testifying that global temperatures had risen beyond the
natural range of variability and since then, in the last 20 years, I
think it’s now clear to everybody that we should have been seri-
ously pursuing development of low carbon energy technologies.

We've done some work in this area but at least from my perspec-
tive, we have failed to sustain the support that was needed for
many promising technologies that could have decreased our de-
pendence on fossil fuels.

Today, we're at a crossroads. We have high fuel prices. We have
growing energy demand. We have global greenhouse gas emissions
on a trajectory to unacceptable levels. It’s clear that we need new
policies and strategies here in the United States and we have an
opportunity, I believe, to develop the technologies that will break
the world’s dependence on fossil fuels.

I hope that today’s testimony will begin a serious effort at devel-
oping a robust long-term energy strategy that will ensure not only
our energy security, but our economic and climate security in the
future.

Two weeks ago, a little over 2 weeks ago, the International En-
ergy Agency put out a comprehensive and provocative report deal-
ing with the mix of technologies that we need to develop and de-
ploy in order to meet our energy needs and to reduce greenhouse
gas emissions.

We've invited Dr. Hirst from the IEA to talk about the findings
contained in that report. In my view, it’s an excellent and sobering
report which I would encourage everyone to read. I'm in the proc-
ess of reading it. It’s not light bedtime reading, but it’s quite com-
prehensive.
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Transforming our economy from one that’s based on fossil fuels
to one that’s based on clean energy will require significant invest-
ment in the range of $45 trillion, I think, between now and 2050
is the estimate. It will require that we develop and deploy a whole
range of clean technologies now in development, from carbon cap-
ture and storage to concentrated solar power, and will require that
all nations, particularly the nations in the developing worlds, par-
ticipate wholly with the United States and other OECD countries
in making these changes.

The final message of the report is that the goal of a 50 percent
reduction in greenhouse gases by 2050 is attainable but this is an
extremely ambitious and difficult goal to attain.

Our task here is to apply the report’s findings, to chart a path
forward. I think there are lessons here for us to learn in the United
States. It is to ensure that the policies are in place that will take
us down the necessary technology development pathways toward
dealing with these challenges.

We need to encourage private sector investment obviously. We
have a chance here in the Congress with our energy tax incentives
to do that. Second, we need to prioritize and sustain support for
promising energy technologies over the long term.

Today, our funding for energy technology is about half what it
was 25 years ago. The policies

Senator DOMENICI. What was that statement?

The CHAIRMAN. I said today, our funding for energy technology
is only half what it was 25 years ago.

Policies must be developed which capture the extensive research
and development knowledge that’s generated in the United States
and ensure that the technologies that are spun out of that knowl-
edge are manufactured and deployed here and we create domestic
jobs and wealth in the process.

Lastly, we need to engage other nations in developing these tech-
nologies and I hope we can see a way clear to do that.

I look forward to the testimony this morning. I thank all wit-
nesses for being here.

Before introducing our first panel, let me defer to Senator
Domenici for his statement.

[The prepared statements of Senators Salazar and Barrasso fol-
low:]

PREPARED STATEMENT OF HON. KEN SALAZAR, U.S. SENATOR FROM COLORADO

Mr. Chairman and Ranking Member Domenici, thank you for holding this hearing
on the challenges we face as a planet and as a nation in developing and deploying
the energy technologies necessary to satisfy growing global energy demands in the
face of global warming.

The energy crisis that we currently face is dominating the minds of many citizens.
While many are feeling the pain of high gas prices that is only the most visible
symptom of a much deeper and more systemic set of problems. The price of energy
is reflected in every aspect of our economy—the price of our food, the cost of the
goods and services that we purchase, the cost of travel, manufacturing, mining,
water and sewage treatment, etc. etc.. But the price of energy is also embedded in
the billions of defense dollars we spend each year to monitor our global oil supply
chain, and the billions of dollars we send every day to hostile oil-backed regimes.
And the potential future costs of global climate change may be too vast to com-
prehend. This week the intelligence community published its first classified report
on the national security implications of global warming. Clearly the environmental,
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economic, and national security threats that our current energy portfolio poses are
deeply sobering.

Yet, in the face of these threats our nation still struggles with an energy policy
for the 20th century instead of embarking boldly on an energy policy for the 21st
century. Last week the President stated in the Rose Garden at the White House
that our country desperately needs to maximize domestic production of fossil fuels.
I was struck by the fact that in the seven and a half years since this Administration
took office—since 9-11 and the rise of oil-funded Islamic terrorists, since the IPCC’s
conclusive reports heralding the dire threat of global warming, and since our cur-
rent energy crisis—the President’s disposition towards energy has not changed one
iota. Simply put, this country has suffered a colossal lack of leadership, insight, and
dedication to tackling our essential energy challenges.

I am raising these broader issues in the context of today’s hearing because I truly
believe we are at a watershed moment in our nation’s energy policy. We can either
continue to clutch the fossil fuel dependencies that we have nourished over many
decades or we can seek to forge a new energy economy founded on the exploitation
of clean, low-carbon energy technologies. If we turn away from our current energy
crisis to the old embrace of fossil energy, we will ignore our myriad security threats.

The topic of today’s hearing is thus the essential piece to the puzzle. We must
do everything we can to capture the environmental, economic, and national security
benefits of low-carbon technologies for the long term. This quest is three-fold. First,
we need to invest in projects that can provide proven energy gains and savings
today and in the near term. Investing in renewable energy is one of the surest paths
to reducing U.S. carbon emissions while creating good-paying jobs in these globally-
expanding industries. Passing the energy tax package before the Senate is a criti-
cally important step in this direction.

Second, we need innovative public-private partnerships to accomplish the early
commercial-scale demonstration projects that will prove the viability of carbon cap-
ture and sequestration, geothermal energy, and advanced coal technologies, and
other capital-intensive technologies. Third, we need to embrace a “Manhattan
Project”-inspired intensive R&D approach to developing the transformative energy
technologies that will contribute new and unforeseen long-term solutions to our en-
ergy and environmental security challenges.

The IEA report that Dr. Hirst will present today makes clear that time is already
running short. Achieving global carbon emissions reduction goals may require an
unprecedented level of cooperation between developed and developing nations to en-
sure low-carbon energy technologies become cost-effective and widespread as quickly
as possible. The high standard of living we enjoy in the U.S. is intimately related
to our longstanding dedication to promoting and capitalizing on technological inno-
vation. I believe that our innovation infrastructure holds the key to solving our en-
ergy crisis, and I look forward to discussing the policies that are needed to ensure
the g%lobal transformation to a low-carbon energy future with this distinguished
panel.

Thank you, Mr. Chairman.

PREPARED STATEMENT OF HON. JOHN BARRASSO, U.S. SENATOR FROM WYOMING

Thank you Mr. Chairman.

We need to develop the technologies we need to meet our future energy needs.

This hearing today is reviewing that issue in the context of the addressing global
climate change.

Energy demand is going up across the globe.

China and India are emerging economic powers with burgeoning middle classes.
Their people are demanding more energy now than ever before.

They need the power to provide running water, lighted streets, and heated homes
in the heartland of their countries. They also need the power to provide the manu-
facturing base that is driving their economy.

In the United States, our energy demand is growing too. We need energy to power
our homes and to power our economy.

Unfortunately for us, the price of energy is going through the roof.

It costs $4.00 a gallon to fill up your gas tank. That impacts moms and dads try-
ing to get to work, pick up the groceries, and drop their kids off to school.

It costs hundreds more to pay heating and air conditioning bills. Oil prices have
soared to $135 dollars a barrel. Natural gas prices have nearly doubled since last
year.

It costs hundreds more to buy groceries each month for average Americans, with
the price of fuel impacting the cost of producing food on our farms.
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Many industries across the United States are looking to lower their energy costs
by shipping jobs overseas.

Airlines are canceling flights because they can’t afford the price of jet fuel.

The current status quo is unacceptable. Americans are demanding more energy
for now and for their children’s futures.

Now let us consider the status quo in the context of global climate change.

The best way to address climate change is to have cleaner, more affordable en-
ergy.
We need to lower energy prices for all Americans. Any solution to climate change
that does not do that is not worth pursuing.

Proposals that suggest a cap and trade approach to solve climate change do just
the opposite, they dramatically raise energy prices.

The very premise of these approaches is to make carbon intensive fossil fuels so
expensive that energy companies and consumers will make a radical shift to non-
fossil fuel sources.

The bottom line is energy prices are already high, and Americans are demanding
action. We do not need to make them higher for Americans to get the point.

They know we need abundant, affordable, clean energy to power our economy and
to address climate change.

Then the question is how to get there. For that, I believe we need to use all our
energy resources—clean coal, natural gas, wind, solar, nuclear, geo-thermal.

We need to develop all of these resources using new technologies that make them
cleaner and yes, more affordable.

My home State of Wyoming is blessed with vast deposits of coal. Coal is perhaps
America’s most abundant resource.

It would make no sense to not include coal in our energy future.

Reduction of greenhouse gas emissions from coal-fired power plants will be pos-
sible through first capturing the carbon dioxide emissions and then sequestering it
underground.

Both will take time and money.

In order to achieve this challenge the federal government and private industry
must partner in funding research and technological innovations.

Timing is critical.

America needs to make a serious and substantial investment in research and de-
veloping commercial technology.

In order to achieve energy security and a clean environment, the federal govern-
ment must demonstrate its commitment with targeted, up-front financial support.

We must show leadership, not merely dictate unreasonable and unworkable poli-
cies and hope for the best.

What does this mean? . . . If Congress mandates reduced emissions, it is incum-
bent upon us to also provide the policies to allow our economy to succeed.

Proven, commercially available, cost-effective technologies must be developed with
respect to carbon capture and sequestration.

These technologies must be efficient, effective, and allow America to continue to
compete globally.

It for this reason that I filed an amendment during the climate change debate
on the floor to provide $50 billion in revenue from emissions allowances:

e $40 billion for the demonstration and deployment for carbon capture tech-
nologies and;
e $10 billion for large-scale geologic carbon storage demonstration projects.

This is an enormous investment, but we must take aggressive steps.

This is one approach that will help meet the global demand for energy. But it’s
going to take an investment in a number of energy methods to develop affordable,
commercially viable clean energy sources.

Federal funding will also be needed to get the first new modern nuclear power
plants online.

With any major new technology, the first few commercial scale models are always
the most expensive. With the help of the federal government, we can help lower the
costs of the initial plants, and therefore make future plant construction much more
cost effective.

Lower construction costs means lower energy costs for constituents.

With the development of new technologies, the Untied States can be the leader
in the development of the next generation of coal and nuclear power plants.

Such technology can also help spur the development of cleaner energy plants
across the globe and help address climate change.

I thank the Chairman and look forward to the testimony.
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STATEMENT OF SENATOR PETE V. DOMENICI, U.S. SENATOR
FROM NEW MEXICO

Senator DOMENICI. Thank you very much, Mr. Chairman, fellow
Senators. I'm glad to see so many senators here.

There’s no question that the issue before us is a major one, of
great significance to our children and our grandchildren.

First I want to ask, Mr. Chairman, would you put my prepared
statement in the record?

The CHAIRMAN. Glad to do that.

Senator DOMENICI. I just want to make sure that you have read
the Albuquerque Journal from this past Sunday. If you haven’t, I
want to talk with this committee and you in particular about the
Journal’s editorial, which I believe most succinctly states the prob-
lem that our country has at this point in our history.

When we have two great problems confronting America at the
same time. One is carbon dioxide emissions, which we want to try
to control because we have the long-term problem of global warm-
ing. We have a second problem that whether we like it or not,
there’s a growing energy dependence, which I have chosen to say
causes me to have the greatest fear for our country’s future that
I have ever, ever had.

I was quite pleased to see this editorial which is titled, “It takes
black gold to get to green future.” Now you might say, is that some
kind of wacky right wing newspaper? Not at all. It’s a right down
the middle newspaper that has rather good editorial policies that
are realistic. The conclusion in this Journal editorial is as follows,
and let me read you a few things that are better than I can do.

“With all due respect to Al Gore,” it starts, “there is an urgent
new inconvenient truth.” Continuing, “Unless Congress acts quick-
ly to expand domestic oil supplies, the Nation could face economic
destruction long before it sees the environmental fall-out of global
warming.”

Now I know a lot of people don’t want to hear that statement,
but I believe that is the way it is, and that’s true, and that’s why
I'm fearful for our country because, as this editorial starts, “we
have a new inconvenient truth.” Remember, Al Gore had inconven-
ient truth. We have a new one, and that is we are going to have
economic ruin if we do not find a way to diminish our dependence
upon crude oil imports.

It goes on to say that “for decades it has been easy for most
Americans to dodge the truth about our foreign oil dependence and
just keep driving—but $4 a gallon gas has finally snapped the
trance. Reality is sobering: The United States has put its economic
survival in the hands of unstable foreign powers and volatile com-
modities markets. At any time, a major disruption in foreign sup-
ply could bring the enormous transportation-based U.S. economy to
a standstill. The U.S. trade deficit jumped to its worst level in more
than a year in April, driven primarily by oil imports. Not only does
this empower anti-American regimes, it siphons off money con-
sumers could be spending or saving or investing.”

Then the best statement in this editorial, it quotes me.

[Laughter.]

Senator DOMENICI. It says next, “‘I have never been more fright-
ened for America’s future than I am right now,’” Senator Pete
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Domenici said last week, urging Congress to remove the ban on off-
shore drilling and open the Arctic National Wildlife Refuge to oil
companies.”

Now I can go on and I will tell you, Mr. Chairman, that you are
not left out. The editorial proceeds and says to you, “As chairman
of the Senate Energy Committee, Bingaman will be a key player
on both fronts of the effort to chip away at America’s dangerous
level of dependence on foreign oil.”

What I want to say is, my staff and I have reviewed the IEA re-
port. If we followed the path for technology that this report might
suggest, and we go out 50 years and we have CO, under control,
the problem is that at that point, they say we will still be depend-
ent on crude oil to the same degree that we are today.

Now I guarantee you that that cannot happen. It won’t work. If
we had the wherewithal to follow that approach, we would be
bankrupt before we got to the new technology for CO, capturing 50
years from now.

So I believe I'm going to put this editorial in the record, if you'd
let me, Mr. Chairman.

The Chairman. No, I'm glad to have that in the record.

ALBUQUERQUE JOURNAL
EDITORIALS.—IT TAKES BLACK GOLD TO GET TO GREEN FUTURE

Sunday, June 22, 2008.

With all due respect to Al Gore, there is an urgent new “inconvenient truth.” Un-
less Congress acts quickly to expand domestic oil supplies, the nation could face eco-
nomic destruction long before it sees the environmental fallout of global warming.

For decades it has been easy for most Americans to dodge the truth about our
foreign oil dependence and just keep driving—but $4-a-gallon gas has finally
snapped the trance. Reality is sobering: The United States has put its economic sur-
vival in the hands of unstable foreign powers and volatile commodities markets. At
any time, a major disruption in foreign supply could bring the enormous, transpor-
tation-based U.S. economy to a standstill.

The U.S. trade deficit jumped to its worst level in more than a year in April, driv-
en primarily by oil imports. Not only does this empower anti-American regimes, it
siphons off money consumers could be spending or saving or investing.

“I have never been more frightened for America’s future than I am, right now,”
Sen. Pete Domenici said last week, urging Congress to remove the ban on offshore
drilling and open the Arctic National Wildlife Refuge to oil companies.

President Bush—in a speech laced with counterproductive partisan rhetoric—
called on Congress last week to open up several domestic oil, fields that have been
off-limits since the 1980s. ANWR could yield 27 billion barrels; the Atlantic and Pa-
cific coasts contain 17 billion barrels, and the Gulf Coast could produce another 72
billion. There is strong evidence this can be done in an environmentally responsible
way.

Democratic presidential candidate Barack Obama has so far ignored polls that
show a majority of Americans rallying around calls for domestic drilling. He con-
tinues to argue that the answer to foreign oil dependence lies in wind, solar and
nuclear technologies. The inconvenient truth, however, is that climate-friendly tech-
nologies will take decades to develop We look forward to the day when we can all
plug our green cars into an electrical grid powered by something other than coal.

Until then, we're going to have keep buying gas. Even if we achieve a dramatic
20 percent reduction in oil consumption, some experts estimate that oil will still cost
$200 a barrel by 2012. So here’s another ’ inconvenient truth: New drilling isn’t
about returning to cheap gas. It’s about economic survival.

The United States needs to organize a Manhattan Project for alternative energy,
addressing the threats from both global warming and foreign dependence. We need
to vigorously pursue those, along with a crash course in conservation.

These are monumental undertakings, and to succeed they must transcend party
lines or individual egos. Sen. Jeff Bingaman was on-target Wednesday when he



7

faulted President Bush for injecting “election-year politics” into the Rose Garden
speech. As chairman of the Senate energy committee, Bingaman will be a key player
on both fronts of the effort to chip away at America’s dangerous level of dependence
on foreign oil.

The way ahead is not easy. Fuel costs are impacting food and retail prices. Truck-
ers are parking their rigs. School bus operators and closing up shop. Airlines are
laying off thousands and perhaps are heading for prices that will put air travel out
of reach for the middle class. The idea of the family flying to Disneyland, for exam-
Fle, would be out of the question. Even a family vacation by car could look like a
uxury.

Americans have never backed down from a challenge, however. Once we know the
truth, no matter how inconvenient it may be, we like to get to work. In this case,
the work involves a drilling rig, and the self-Confidence to use it.

Senator DOMENICI. I will say that I believe we have not faced up
to this issue the way this editorial says. For instance, if we are
going to apply a new technology, Dr. Orbach, or even an old tech-
nology that the Germans used in the Second World War, to turn
coal to liquid diesel fuel, we would immediately have those who are
worried about CO, say no, no, no, that increases global warming.

This editorial says you better not throw that approach away be-
cause you are substituting a barrel of domestic produced diesel fuel
for a barrel of foreign oil and you are minimizing the destruction
path for the American economy. You cannot throw that approach
away in fairness to your country’s future and your grandchildren.
You have to follow the bridge to the future, which is reducing crude
oil demands of America.

I thank you, and I hope the hearing goes on well. Thank you, Mr.
Chairman.

[The prepared statement of Senator Domenici follows:]

PREPARED STATEMENT OF HON. PETE V. DOMENICI, U.S. SENATOR
FroMm NEwW MEXICO

Thank you, Mr. Chairman, for calling this hearing to discuss the challenge posed
by the need to provide the energy that fuels our economy, while at the same time
addressing global greenhouse gas emissions. This hearing gets to the very heart of
the difficult debates that Congress has conducted over the past several weeks since
it forces us to again consider the short-term actions we must take to build a bridge
to a secure, sustainable energy future. While it is simple to agree that we must de-
velop a sustainable economy that produces significantly less greenhouse gas emis-
sions 40 or 50 years from now, it is difficult to agree on what options we should
pursue to achieve that goal and at what cost.

The Energy Technologies Perspective 2008 report recently published by the Inter-
national Energy Agency shows the complex and multifaceted nature of the problem
before us. After considering the projections provided in this report, though, I am im-
pressed that really the challenge is three fold. Not only must we address our grow-
ing future energy needs while reducing our carbon emissions, but first, and I believe
most importantly, we must address the immediate danger in which our continued
dependence on foreign sources of energy places us. I have made no secret of the
deep-seated fear I have regarding the future of our Nation if we continue to export
our wealth abroad in exchange for foreign oil.

This is an issue that we must address, no matter what course we pursue with
regard to carbon emissions. Despite the assertions of many who support reducing
our carbon emissions, the Energy Technology Perspectives 2008 report makes it
clear that reducing carbon emissions, by itself, will not significantly impact our de-
pendence on foreign oil. Even under the most aggressive CO, cutting scenarios de-
scribed in this report, oil is projected to remain a substantial portion of the world
energy mix by 2050. While world oil use is projected to decrease under these aggres-
sive scenarios it is still projected to remain at 60-70 million barrels a day by 2050
compared to approximately 80 million barrels a day in 2005. What is most notable
in these projections is that the amount of oil obtained from OPEC sources is pro-
jected to be the same in 2050 as it is today. It is the oil obtained from other sources,
including our own domestic production, that is projected to decline.
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I have said on many occasions in recent weeks that I believe domestic oil produc-
tion is a bridge to the future. This is an example of why I make that statement.
Are we to accept a future in which we continue to send billions of dollars overseas
to purchase oil, or will we build a bridge with increased domestic oil production to
a future of new, cleaner technologies? I suggest that our best interests are served
by decreasing our dependence on foreign sources of oil—and we should start now.

There are many “inconvenient truths” that we must contend with today. First, the
effort required to reduce our domestic CO, emissions in the decades to come will
be extremely difficult and if not done correctly will be very costly. Second, no matter
how successful we are in limiting our carbon emissions, oil will remain an essential
part of our domestic energy mix. Third, the immense wealth we expend to purchase
oil from foreign sources increases our trade deficit and leaves us economically dis-
advantaged and strategically vulnerable.

Mr. Chairman, I believe we must keep these truths in mind as we listen to today’s
testimony. Certainly we must aggressively address the issue of global greenhouse
gas emissions but we must do so while keeping the economic well being of our coun-
try in the forefront of our thinking. I believe this can be achieved by taking advan-
tage of the many technological alternatives we will hear about today while ensuring
the maximum utilization of all of our domestic sources of energy.

Again, thank you Mr. Chairman, for convening this hearing. I look forward to
hearing the testimony of the witnesses that have joined us today.

The CHAIRMAN. Thank you very much. Let me introduce our first
panel. We have two witnesses. Dr. Neil Hirst, who is Director of
Energy Technology and Research and Development at the Inter-
national Energy Agency in Paris, and also Dr. Ray Orbach, who is
the Director of the Office of Science in our Department of Energy,
and is a fairly frequent witness before this committee.

We're going to deviate from the normal procedure here and give
these witnesses, particularly Dr. Hirst, additional time to go
through some of the findings of his report since this report, I think,
is a very major addition to our understanding and so why don’t you
take about 20 minutes, if you would, and summarize the main
points of your report. Then, Dr. Orbach, you can take any time that
you think is appropriate and then after both of you have finished
your testimony, we'll go ahead with questions.

So Dr. Hirst, thanks for coming.

STATEMENT OF NEIL HIRST, DIRECTOR, ENERGY TECH-
NOLOGY AND R&D, INTERNATIONAL ENERGY AGENCY,
PARIS, FRANCE

Mr. HIRST. Mr. Chairman, Senator Domenici, members of the
committee, thank you for the opportunity to appear before you
today to discuss the International Energy Agency’s recent publica-
tion Energy Technology Perspectives 2008. It’s a great honor to be
here.

I've submitted a written statement which includes a copy of the
full executive summary of this report and I ask that that be in-
cluded in the record. Thank you.

The CHAIRMAN. We will be glad to include that.

Mr. HIRST. As requested by the committee staff, I've put together
a set of approximately 20 charts and graphs that summarize key
findings and I hope that’s accessible to members in my remarks
this morning. I will refer to these charts and graphs.

1The CHAIRMAN. Yes. I think everyone has a copy of those at their
place.

Mr. HIrST. Some of the most important of them will also appear
on our stand over here.
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At the Gleneagles Summit in 2005, the leaders of the G8 ad-
dressed the issues of climate change, clean energy and sustainable
development, and they asked us at the International Energy Agen-
cy to provide scenarios and strategies for a more sustainable en-
ergy future and they also asked us specifically to report back in
time for this year’s summit on the Japanese chairmanship in
Hokkaido in July.

Energy Technology Perspectives 2008 is a response to that re-
quest. It shows how we can use energy technology to achieve really
deep cuts in global CO, emissions and also in the medium and
longer term, how we can ease the pressures on international en-
ergy markets.

The work is based on extensive analytical and modeling work at
the IEA and draws on the work of many experts, including U.S. ex-
perts, who participate in our International Technology Network.

In Energy Technology Perspectives, we examine what it would
take to bring global CO, emissions back to their current levels in
2050, referred to as the “ACT” scenarios, but we also examine, and
this for the first time, what would be required for the world to
halve the level of current emissions in the same period.

According to the Intergovernmental Panel on Climate Change,
we need cuts at least this deep in order to contain global warming
within the range of two to three degrees Centigrade, and the book
has some important messages.

First of all, in our business as usual case, only about one-third
of global CO, emissions in 2050 come from the developed OECD
world and the other two-thirds are from the developing countries.
So even if all the emissions of OECD countries were eliminated, we
still would not meet the target of a 50 percent reduction. A global
effort is required.

In order to bring CO, emissions back to current levels in 2050,
all options are required at a cost of up to $50 per ton of CO, saved.
To do this, we need to achieve very large improvements in energy
efficiency across all sectors of the energy economy, industry, build-
ings, transport, appliances, and, in addition, we need to substan-
tially decarbonize power generation.

But this may not be enough. If we are to halve emissions in
2050, all options up to a cost of $200 per ton of CO, will be needed
and even this is based on fairly optimistic assumptions for tech-
nology development, and the less optimistic assumptions, we might
need options costing up to $500 per ton of CO,, and as you've al-
ready said, Mr. Chairman, we have estimated the incremental
costs, incremental investment needed in technology deployment be-
tween now and 2050 at $45 trillion. That is just over 1 percent of
average global GDP during the period.

It’s important to understand a large part of this investment is on
the demand side. A lot of this investment is consumer investment
in low carbon homes, appliances and especially vehicles.

But as I will explain later, a large part of the sum, this amount
of additional investment, will subsequently be recovered as a result
of the lower fuel costs that will be incurred subsequently. So there
is a return.

Indeed, the energy security benefits, this is relevant to what Sen-
ator Domenici was saying, the energy security benefits of such a
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development would also be substantial. By 2050, oil demand—ex-
cuse me—would be 27 percent below the level of 2005. This is the
first time the IEA has been able to project scenarios in which glob-
al oil demand would actually decline to 2050.

Nevertheless, massive investment in remaining oil reserves will
still be needed to make up the shortfall as low reserve oil provinces
are exhausted.

There should be no doubt meeting the target of a 50 percent cut
in CO, emissions represents a formidable challenge. We would re-
quire immediate policy action and technology transition on an un-
precedented scale. It would essentially require a new global tech-
nology revolution which would transform the way we produce and
use energy.

Now let me turn to the slides that you have. The first slide sim-
ply says who we are at the International Energy Agency. The sec-
ond slide I've referred to already, the Gleneagles Summit, and I
want to go directly to the fourth slide, figure 4 in your chart. It’s
displayed here. Thank you very much.

This slide summarizes the technologies that we need. The upper
boundary of the colored area shows the business as usual case for
carbon emissions, rising from 28 giga tons of CO, today in 2005 on
the left-hand side to 62 giga tons in 2050.

That is actually a slightly greater level of emissions than we pro-
jected back in 2006 when we last did that. That partly reflects ro-
bust growth in the developing world but it also partly reflects indi-
cations of a switch toward coal in the energy sector which is, of
course, a more CO,-emitting fuel.

The lower boundary of the colored section shows what we call our
BLUE case. The pathway that we would need to follow to reduce
CO; emissions to half their count level in 2050. What I want you
to note is that the amount of the reduction that we need to achieve
against baseline in 2050 is actually greater than total global CO,
emissions today. It’s a huge amount and you see the breakdown
there. I will refer to that very briefly.

The biggest element, I don’t think anyone will be surprised, is
energy efficiency. Thirty-six percent of those savings come from en-
ergy efficiency. Then we have carbon capture and storage. Power
generation also for industry. Renewables play a big part, 21 per-
cent, and nuclear power plays a big part. The contribution of nu-
clear power is rather underestimated here because this is against
the baseline and there’s quite a big contribution for nuclear in the
baseline case itself.

Now if I can go on to figure 5, the next one, this is the same
chart, but instead of technology, it just shows it by power sector.
It shows the sector of the economy. It just shows that all sectors
of the economy have to contribute, power, transport, industry,
buildings, in that order, but all very big contributions.

I'd like to go on to the next figure, figure 6. Thank you very
much. We also have it here on the stand.

The purpose of figure 6 is to make more real the investment re-
quired in power generation. This is investment to decarbonize
power generation. If you look at this chart for each row, on the left-
hand side, the red section is the current level of investment in giga
watts per year. So you can see in the very top there’s very little
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investment at the moment in coal-fired carbon capture and storage.
This is actual plant. This isn’t R&D, this is actual plant.

Then the blue section, the dark blue section shows what we
would need to get back to current levels of CO, emissions, the ACT
case, and the pale blue is the incremental investment needed for
the 50 percent reduction case which we call the BLUE case.

I just highlight that for nuclear power, instead of showing cur-
rent investment where the amount of capacity added in recent
years is very low, we've instead given peak investment which took
place in the 1980s when the development of nuclear power was at
its height.

What you see is a measure of the task. On average, we would
need to build 35 coal plants with CCS every year between now and
2050. We would need to build 32 nuclear plants, one giga watt nu-
clear plants, every year between now and 2050, and we would need
to install 14,000 onshore wind turbines every year between now
and 2050.

The point I want to emphasize, there isn’t a choice here. We need
to do all of these if we're to achieve that target. When I say that,
for individual countries, there is a degree of choice as to the bal-
ance of these technologies that they use.

If I could go on now to figure 7 which also we have here?

This chart shows how the marginal costs of CO, abatement will
increase as we seek to make deeper and deeper cuts in global CO,
emissions and there’s a slight health warning. This is a great sim-
plification, but I think it’s helpful to understand the key trends.

What you see on the X axis is reductions, cuts in CO, emissions
against our base case in 2050, and on the Y axis, you see the mar-
ginal costs, dollars per ton of CO,. So if you start toward the left-
hand side of the chart, you see that there is a lot of potential for
carbon abatement through energy efficiency measures which actu-
ally have either zero or negative economic cost. The barrier here
is not economics. The barrier here is institutional, regulatory, per-
haps even cultural.

Then we have an intermediate section where we're talking about
decarbonizing power generation. You can see there that the power
options have a positive cost but on the optimistic side of this chart,
and I should explain that the blue area is the range of uncertainty
that we see in the costs. So taking the lower side of the blue area,
we see options for decarbonizing power that could be in the range
of up to $50 per ton of CO, saved and that simply takes you to
what we’re calling the ACT case, getting back to current levels of
CO; emissions in 2050.

But beyond that, if you're seeking to halve CO, emissions, the
options become more challenging and more costly. You have to
achieve really deep cuts, going beyond conventional energy effi-
ciency in industry and in transport, and so, for instance, you might
have to have carbon capture and storage for the most heavily emit-
ting industries and you will have to have alternative transport
fuels. I'll come on to that, but this is the area where you’re intro-
ducing electric vehicles and/or hydrogen- powered vehicles as well
as increasing biofuels.

Could I go on to figure 8? This chart shows what happens in the
various scenarios to the demand for key fuels, and I want you to
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focus, first of all, please, on the oil columns. It takes a little ex-
plaining, this chart.

If you look at the oil columns, the left-hand blue column is cur-
rent or 2005 global oil demand and there’s a space because the
other columns are forecasts or projections. Next column shows
where we would be on our baseline projection in 2050.

Now I have to say that opinion varies on whether that level of
oil supply can be provided in 2050. What is certain is that it’s the
case where there would be a lot of tensions and pressures on inter-
national energy markets.

Then we have the ACT case in which oil demand is very signifi-
cantly less than in our baseline case but still significantly above
the level today, and then, finally, we have the BLUE case where
we're illustrating that oil demand is 27 percent below the current
level of oil demand, actual reduction in oil demand.

Can we move on now to figure 9?7 Because an important feature
of this study is that we have identified 17 key technologies or prob-
ably it would be fair to say areas of technology that are needed for
the BLUE case. They're listed here on figure 9, and we have devel-
oped roadmaps. I think it would be fairer to say we have made a
first attempt at roadmaps as to how these technologies need to be
deployed, developed and deployed globally in order to achieve the
results that we’re looking for in the BLUE case.

Can we go on to the next figure, figure 10? This is simply an ex-
ample, slightly condensed example, of the roadmaps. This is for
carbon capture and storage. It shows in very general terms what
we think the global deployment might be, gives some of the key
milestones for research and development and deployment of this
technology. The colored section shows in time the different cases,
how soon it needs to move beyond the research stage to demonstra-
tion, then to deployment, and then to full commercialization.

I just give this one example because there is headline conclusion
in this case which is that globally, we need to commit to 20 full-
scale carbon capture and storage demonstration projects with coal
by 2010. That’s a very tough target. We think it is necessary on
the pathway to a low carbon world and it’s a target that has been
specifically endorsed by the G8, G8 Energy Ministers at their meet-
ing in Amori, Japan, just a couple of weeks ago. We have similar
roadmaps for others.

Now since time is running a little short, I'd like to go direct to
figure 13. Figure 13 illustrates government research and develop-
ment spending in OECD countries and it’s just to highlight that,
and I have to say in presenting this, of course, the U.S. is a world
leader, arguably the world leader, in the research and development
of many of these key energy technologies and by far the majority
of this spending is taking place in the United States and in Japan.

However, the global trends have been unfavorable and while we
don’t set extremely concrete targets for global R&D spending be-
cause we think you have to look at it from the point of view of the
technologies and what they need rather than coming up with sort
of headline numbers, it’s clear that this trend has to be reversed
if we’re going to bring in the advanced technologies that we will
need by 2050.
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If T could go to figure 14, this shows the mix of power generation
in 2050 in our BLUE case. Now what I would like to highlight
here, if you look at the right-hand column, it shows the total mix,
and you see, for instance, that 46 percent of global power is coming
from renewables. If you break that down, hydro, wind and solar,
solar photovoltaics and solar collecting are the biggest players in
that. Other technologies taken together make up the equivalent of
the final quarter.

This chart also gives a more realistic impression of the role of
nuclear. Nuclear in this chart accounts for about something like a
quarter of global power generation, so it does play big part, but so
does coal with carbon capture and storage and gas with carbon cap-
ture and storage.

I’'d now like to move on, if I still have a moment or two, to figure
16. A characteristic of the BLUE case, if you are looking for really
deep cuts in global CO, emissions, as I said before, you have to
begin to address fundamental technology change in vehicle fuels,
and we have to be honest and say we don’t know at this stage
which will be the dominant technologies in 2050.

It may be that it will be fuel cell vehicles. It may be electric vehi-
cles. It may be a combination of the two. We also believe that
biofuels will play a significant part, although they are restrained,
will always be restrained by resource, and so we develop a range
of—we offer in this study a range of cases, of which I suppose our
central case is the MAP case which is the third column across from
the left, and here we're seeing a combination.

This is the market share of new vehicles in 2050 and there are
no conventional internal combustion light—this is light vehicles in
this case. What we’re seeing there is a combination of hybrids, of
plug-in hybrids, of electric vehicles, and fuel cell vehicles.

These technologies need a lot more research and development be-
fore they can be regarded as genuinely commercial technologies.
We believe that even with that development, they will be relatively
high cost in terms of dollars per ton of CO, saved, but if we want
very deep cuts in CO,, it is vital to press ahead with those tech-
nologies.

Now I'm coming toward the end of this. If we could look for a
moment at figure 19, this just illustrates possible trends in
biofuels, and a major finding of this analysis is that if we’re going
for these very deep cuts in carbon emissions, it is not enough sim-
ply to address light vehicles, cars. We also have to address aviation
and shipping and there, it’s very difficult to find alternative tech-
nologies, but biodiesel represents a viable option for or will rep-
resent, we believe, a viable option for aircraft fuel and for shipping
and therefore that needs to be a priority for the biofuels that are
available in the longer term.

So that is why we see a trend toward biofuels, particularly bio-
diesel, converted, using advanced technology from non-food ele-
ments of biomaterials, straws and waste materials. We also see a
very significant role for cellulosic ethanol as a fuel for light vehi-
cles, for ethanol from cane.

We think that over a period, ethanol from grain, which is signifi-
cantly less efficient from those conversions, will need to be phased
out.
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The CHAIRMAN. Perhaps you could go ahead and conclude, sum-
marize your final comments, so that we can get to Dr. Orbach.

Mr. HIRST. Thank you very much. That basically brings my re-
marks to a conclusion.

We're facing an urgent challenge in the energy sector. We need
a global solution. We’ve spelled out how we could stabilize emis-
sions, how we could reduce emissions to 50 percent of their current
levels, and what is required is a global technology revolution, a
transformation of the way in which we produce and use energy.

Thank you very much.

[The prepared statement of Mr. Hirsch follows:]

STATEMENT OF NEIL HIRST, DIRECTOR, ENERGY TECHNOLOGY AND R&D
INTERNATIONAL ENERGY AGENCY, PARIS, FRANCE

Mr. Chairman, ranking member Domenici, members of the committee, thank you
for the opportunity to appear before you today to discuss the International Energy
Agency’s (IEA) recent publication: Energy Technology Perspectives 2008.

I have included at the end of this statement a copy of the full Executive Summary
of the Report, as well as a number of additional charts and graphs that summarize
the key points of the report.*

Introduction

At the Gleneagles Summit in 2005, the leaders of the G8 addressed the issues of
climate change, clean energy, and sustainable development. They asked the IEA to
provide “scenarios and strategies” for a more sustainable energy future, and they
asked us to report back to this year’s Hokkaido summit.

The Energy Technology Perspectives 2008 (ETP) study is a response to that re-
quest. The report shows how we can use energy technology to achieve really deep
cuts in global CO2 emissions and also, in the medium and longer term, ease the
pressures on energy markets. We describe the technologies required, how they could
be deployed across the globe, and their costs.

The analysis is based on extensive analytical and modelling work at the IEA, and
draws on the work of the many experts who participate in our international energy
technology network. This study concerns CO2 emissions from the energy sector
only—including energy use in the transportation and industrial sectors. This ac-
counts for approximately 60% of all greenhouse gasses. Analysis of other sources,
such as forestry and agriculture, is needed for a complete view of the potential im-
pact on climate change. This is not the IEA’s area of expertise and is not addressed
in the ETP study.

At present, global CO, emissions are increasing steadily, and in our business as
usual case (the “Baseline”) this trend is accelerated by a rising share of coal in en-
ergy markets. By 2050, global CO, emissions could be 130% higher than they are
today.

In Energy Technology Perspectives “ACT” scenarios we examine, as we have done
before, what it would take to bring global CO, emissions back to their current levels
by 2050. But we also examine, for the first time, what would be required for the
world to halve the emissions from the energy sector, relative to 2005, by 2050. Ac-
cording to the Intergovernmental Panel on Climate Change, cuts at least this deep
are required to contain global warming within the range of 2-3 degrees C. This 50%
reduction case is referred to as the “Blue” scenario in ETP.

A global energy technology revolution is necessary to meet the Blue target, it is
both necessary and achievable; but it will be a tough challenge. ETP 2008 dem-
onstrates the extent of the task.

Emissions Stabilisation—ACT

To stabilize global emissions in 2050 at today’s levels we need to achieve very
large improvements in energy efficiency across all sectors of the energy economy.
In addition, we need to substantially decarbonize power generation.

The IEA has set out specific measures that we believe governments should take
to enhance energy efficiency—and these represent the most cost-effective measures
to reduce CO, emissions and as well as energy demand.

*Document and graphs have been retained in committee files.
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Decarbonising the power generation sector can be achieved through renewables,
nuclear power, and the capture and storage of CO, emissions from coal plants.
There is a degree of choice, for each country, as to the balance of these technologies
to adopt. These measures—improving energy efficiency and decarbonizing power
generation could enable us to bring emissions back to current levels by 2050. We
would need to use all abatement options with a cost of up to $50 per tonne of CO-,
and the total additional investment required is 7% higher than in the Baseline at
$17 trillion between now and 2050. But as the IPCC has highlighted, this effort may
not be enough.

Emissions Reduction by 50 Percent—Blue

The additional technologies required to halve current emissions—the “Blue” sce-
nario—include buildings with near zero emissions and the more extensive capture
and storage of emissions from industry. They also include the development of tech-
nologies for alternative transport fuels, such as electric or hydrogen fuel cell vehi-
cles.

Emissions halving implies that all options up to a cost of $200 per tonne of CO,
will be needed. And even this is based on a set of optimistic assumptions for tech-
nology development. Under less optimistic assumptions we might need to include
options costing up to $500 per tonne. The total additional investment needs for re-
search, development and deployment (RD&D) and commercial investments between
now and 2050 are 18% higher than the Baseline and amount to $ 45 trillion, or 1.1%
of average annual GDP over the period. That’s about the GDP of Canada each year.

Much more research and development is required before some of these tech-
nologies are ready for the market. Governments, as well as industry, will need to
raise their efforts in this area—we estimate the cost of additional research, develop-
ment and demonstration to be $ 2—3 trillion.

The capacity additions in the power sector are a measure for the energy tech-
nology revolution that is needed. Investments in CO,-free power generation need to
rise from around 50 GW per year at present to around 330 GW per year in the pe-
riod 2035 to 2050. Annual hydro capacity additions must be maintained at the level
of today. Nuclear capacity additions must rise to 1.5 times their historical high.
Wind capacity additions must increase five-fold, Solar PV by twenty-fold. New in-
dustries for CO, capture and storage, concentrating solar power and enhanced geo-
thermal power generation systems must be developed. On average 35 coal-fired
power plants with CCS must be installed per year between now and 2050. Given
the challenges of establishing a single CCS project today, this is really an energy
technology revolution. More importantly, it is not a matter of choosing one of these
technology options, but doing all at once.

Transport Sector

The transport sector plays a key role and accounts for 78% of the oil savings. Half
of these energy savings are accounted for by fuel efficiency measures, the other half
by alternative fuels. In the Blue Map scenario, advanced biofuels, battery electric
vehicles and hydrogen fuel cell vehicles each play a role of similar importance.
These are the most expensive CO, saving options and account for the majority of
the incremental investment required in the Blue case, they also are some of the
most uncertain technology options.

Supply security benefits

So far I have focused on the CO, challenge, although there are other benefits from
reduced local pollution from power plants, factories, and vehicles. But of course we
have another urgent energy policy challenge-that of supply security and spiralling
energy costs. ETP’s Baseline scenario would require a massive expansion of fossil
fuel production, to an extent that can be questioned. For example, as shown in
Chart 4, oil production would have to rise from today’s level of around 85 million
barrel per day to around 135 million barrels a day in 2050 just to meet rising de-
mand levels. Oil industry experts are divided if such an expansion is feasible.

In contrast, oil demand in Blue Map in 2050 is 27% below the level of 2005. Such
a development would certainly ease the supply challenge and could be expected to
have a significant impact on price. However, even this level of production will re-
quire massive investments in new supply in the coming years and decades as oil
fields are depleted. Importantly, total fossil fuel demand in the Blue Map scenario
in 2050 is the same as today. So in any case fossil fuels will remain a key pillar
of our energy supply in the coming decades.

Of course the big investments in energy efficiency, renewables, and nuclear power
also lead to fuel cost reductions. At a 3% “social” discount rate, these savings would
not quite be sufficient to recover the incremental investment costs.
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Roadmaps: The Transition

The study includes 17 energy technology roadmaps which explain how to get from
today’s situation to the target situation for 2050. We think that the development
of internationally agreed technology transition paths and the use of indicators to
monitor the progress on these paths will be crucial. The IEA and its technology col-
laboration network are ready to support this change.
R&D Investments

Government R&D spending has nearly halved in the last 25 years, to a level of
USD 10 billion per year. Two countries, the United States and Japan, account for
80% of this investment. Energy R&D accounts for a mere 3% in total R&D. Clearly
this trend is incompatible with energy policy ambitions and the need for an energy
technology revolution. A very significant rise of research, development and deploy-
ment (RD&D) spending is needed, both in the public and in the private sector, and
this change is urgent.

Conclusion

In conclusion, deep emission cuts are technically achievable. However a global en-
ergy revolution is needed where all countries and all sectors must participate. This
change is urgent. Financing needs, capital stock turnover and the rate of technology
development means that there is no time to lose. The IEA and its technology net-
work stand ready to support such a transition to a brighter more sustainable future.

This concludes my statement, and I would be happy to answer any questions the
committee members may have.

The CHAIRMAN. Thank you very much, and again I compliment
you on the report. I think it’s an excellent contribution to our un-
derstanding of the issue.

Dr. Orbach, we’re anxious to hear your perspective on all of this.

STATEMENT OF RAYMOND L. ORBACH, UNDER SECRETARY
FOR SCIENCE, DEPARTMENT OF ENERGY

Mr. OrRBACH. Thank you, Chairman Bingaman, Ranking Member
Domenici, and members of the committee.

I just would like to say that it’s been a privilege to testify a num-
ber of times before this committee and now your invitation is very
kind to talk on this very serious issue.

As you’ve heard from Dr. Hirst, and as you read in his report,
and I'm going to quote, “It is essential to enhance the science base
and its links with technology,” That is the role that the Depart-
ment of Energy has been pursuing; and, in my position as Under
Secretary for Science, which this committee created, it’s been my
responsibility to pursue that direction.

We believe that with the investment that this committee has
supported in basic research, one can imagine the following con-
sequences. We believe that we can construct solar photovoltaics
that exceed thermodynamic efficiency limits.

We believe that we can, by borrowing nature’s design for cap-
turing sunlight, photosynthesis, directly convert sunlight into
chemical fuels. We believe that solar and wind can provide 30 per-
cent of the electricity consumed in the United States.

We believe that a sustainable carbon neutral biofuels economy,
capable of meeting a third of United States transportation fuel
needs, without competing with fuel, feed and export demands, is
feasible.

We believe we can close the nuclear fuel cycle, developing abun-
dant fossil-free power with zero greenhouse gas emissions and
minimal environmental impact. We believe that we can achieve
safe and environmentally benign underground sequestration of CO,
for millennia, and finally, through fusion energy, we believe that
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we can provide abundant energy without damaging our earthly en-
vironment by bringing the power of the sun and the stars to earth.

To inform this mission, the Office of Science has held over 15
workshops during this administration, covering such topics as car-
bon capture and sequestration. Here we are working with fossil en-
ergy to develop seven new sites for sequestration with science-
based studies of what happens to the CO,, where it goes, and what
happens with underground chemistry.

We are working on electrical energy storage to improve the qual-
ity of batteries. We are working on bioenergy, with major new de-
velopments coming from our bioenergy research centers. We're
talking about using ionic liquids to separate lignins and the hemi-
cellulose and cellulose. We’re using microbes to produce gasoline
and diesel. We are looking at the way nature provides fuel to see
if we can follow suit.

This committee understands that incremental improvements in
our current technologies are not enough to meet the challenge of
increased energy consumption, constrained by concern for the envi-
ronment. We will need transformational breakthroughs in basic
science, breakthroughs that provide the foundation for truly disrup-
tive technologies that fundamentally change the rules of the game,
and I believe we are succeeding because of your support.

This concludes my testimony. I would be pleased to answer any
questions you may have.

[The prepared statement of Mr. Orbach follows:]

STATEMENT OF RAYMOND L. ORBACH, UNDER SECRETARY FOR SCIENCE,
DEPARTMENT OF ENERGY

Mr. Chairman, Ranking Member Domenici, and Members of the Committee.
Thank you for the opportunity to speak before you today about the technologies we
need to meet increasing global energy demand, and to do so without adding unduly
to atmospheric greenhouse gases. As you have heard from Dr. Neil Hirst, and as
described in the International Energy Agency’s report Energy Technology Perspec-
tives 2008, the challenge we have before us is enormous.

Incremental improvements in our current technologies will not be enough to meet
this challenge. We will need transformational breakthroughs in basic science to pro-
vide the foundation for truly disruptive technologies that will fundamentally change
the rules of the game. This applies to renewables, nuclear, and CO, capture and
storage as well as to promising technologies like fusion that are farther off.

The good news today is that we may be on the threshold of scientific and techno-
logical breakthroughs in the 21st century every bit as profound as those which
transformed human life forever in the 19th. The scientific world today is changing
and advancing with almost dizzying speed. Every year our capability to direct and
control matter down to the molecular, atomic, and quantum levels is growing. This
increasing ability to control the fundamental, nanoscale building blocks of both bio-
logical and non-biological matter holds out the promise of eventually forever trans-
forming the way we generate, store, transmit, and use energy.

One of the chief missions of the DOE Office of Science has been to nurture and
accelerate the development of this new fundamental science and these cutting-edge
capabilities—capabilities that may transform our energy economy and ultimately
provide answers to the great challenges we face in both energy and the environ-
ment.

Over the course of this decade, our Office of Basic Energy Sciences in the DOE
Office of Science has held a dozen major “Basic Research Needs” workshops to as-
sess basic research needs for energy technologies. These workshops have brought to-
gether scientific and technical experts from universities, national laboratories, in-
dustry, and government, from both here and abroad, to identify scientific roadblocks
and determine research priorities. Each workshop has issued a major report. To-
gether these reports define a bold and comprehensive research agenda.



18

Time and again we see the same themes: new materials design, development, and
fabrication, especially materials that perform well under extreme conditions; control
of photon, electron, spin, phonon, and ion transport in materials; science at the
nanoscale and femtosecond; designer catalysts; structure-function relationships; bio-
materials and bio-interfaces, and so on.

These are challenging and difficult scientific problems. That is why we refer to
the problems we tackle in the Basic Energy Sciences program as “Grand Chal-
lenges.” Late last year our Basic Energy Sciences Advisory Committee issued a re-
port titled Directing Matter and Energy: Five Challenges for Science and the Imagi-
nation. The report summarized the work of the Basic Research Needs workshops by
setting forth five grand challenges, as follows.

o Controlling materials processes at the level of quantum behavior of electrons

e Atom-and energy-efficient synthesis of new forms of matter with tailored prop-
erties

e Emergent properties from complex correlations of atomic and electronic con-
stituents

e Man-made nanoscale objects with capabilities rivaling those of living things

e Controlling matter very far from equilibrium

These grand challenges span the Office of Science portfolio and define the tasks
before us today and in the years ahead. I'd like to talk in a little more detail about
our grand challenges in the field of energy—not just the barriers we face, but the
opportunities before us. These opportunities provide more than hope for our energy
future; they provide sustenance for us to imagine such things as:

e Solar photovoltaics exceeding thermodynamic efficiency limits

e Direct conversion of sunlight to chemical fuels

e A sustainable, carbon-neutral biofuels economy that meets over 30 percent of
U.S. dtransportation fuel needs without competing with food, feed, or export de-
mands

e A closed nuclear fuel cycle and abundant fossil-free power with zero greenhouse
gas emissions

e Safe and environmentally benign underground storage of CO, for millenia

e Bringing the power of the sun and the stars to Earth with fusion energy

While as Under Secretary for Science I am responsible for advising on the entire
R&D portfolio, my remarks today in response to your questions are focused on the
Department’s basic research portfolio aimed at transforming our energy future.

Solar Energy. Let’s begin with solar energy. More energy from sunlight strikes the
Earth in one hour than all the energy consumed by human activity on the planet
in one year. This is abundant, carbon-free energy. Yet solar power today provides
less than one-tenth of one percent of the world’s primary energy. There are big chal-
lenges here, but also big opportunities. Silicon-based single crystal solar cells have
reached efficiencies of 18 percent. Triple-junction cells with Fresnel lens concen-
trator technology are approaching efficiencies of 40 percent.

Imagine if we could develop solar photovoltaics that exceed thermodynamic effi-
ciency limits.

Imagine, even more boldly, if we could borrow nature’s design for capturing sun-
light—photosynthesis—and directly convert sunlight into chemical fuels.

There are three ways we can use solar energy—by converting it to electricity,
fuels, or heat. We are particularly interested in the first two: electricity and fuels.
In both cases, there are three steps: capture, conversion, and storage. The challenge
is reducing the costs and increasing the capacity for conversion of sunlight into elec-
tricity and fuels which can be stored and transported.

The Office of Science is pursing basic research in solar utilization to try to reach
these goals. We are investigating new concepts for capturing energy from sunlight
while avoiding thermalization, or heating, of carriers, such as multiple-exciton gen-
eration from a single photon. We are exploring “plastic” solar cells from molecular,
polymeric, or nanoparticle-based structures that can provide flexible, inexpensive,
conformal electricity systems. And we are trying to better understand defect forma-
tion in photovoltaic materials and self-repair mechanisms in photosynthesis, with
the aim of developing defect tolerance and active self-repair in solar energy conver-
sion devices, which would extend their lives.

We are also delving into artificial photosynthesis. We are working on the design
and development of light-harvesting, photoconversion, and catalytic modules—bio-
inspired molecular assemblies—capable of self-ordering and self-assembling into in-
tegrated functional units that can lead to an efficient artificial photosynthetic sys-
tem for solar fuels. The photosynthetic reaction centers of plants are remarkably ef-
ficient, but we still have a lot to learn about their detailed reaction mechanisms.
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We are also just beginning to discover the number and variety of light-harvesting
molecules in Nature. For instance, Craig Venter’s analysis of seawater samples
taken from the Sargasso Sea identified 782 new rhodopsin-like photoreceptors,
where only 70 were known before. (Rhodopsin is the photoreceptor that captures
light in the mammalian eye.) There is great potential in this area for direct produc-
tion of fuels from sunlight.

Electrical Energy Storage. Next, we turn to the related and vital area of electrical
energy storage. To make an intermittent energy source such as solar effective for
baseload electrical supply, major breakthroughs are required in electrical energy
storage. This is a much-overlooked requirement for a range of renewable energy
sources, including wind energy.

Electrical energy storage devices with substantially higher energy and power den-
sities and faster charge times would also make all-electric and plug-in hybrid vehi-
cles much more market attractive.

Imagine solar and wind providing over 30 percent of electricity consumed in the
United States, and imagine roads where the number of all-electric/plug-in hybrid ve-
hicles exceeds those running on gasoline.

Electrical energy storage devices such as batteries store energy in chemical
reactants capable of generating charge. Storage devices like electrochemical capaci-
tors store energy directly as charge. Fundamental gaps exist in understanding the
atomic-and molecular-level processes that govern operation, performance limita-
tions, and failure of these devices. Knowledge gained from basic research in the
chemical and materials sciences is needed to surmount the significant challenges in
creating radically improved electrical energy storage devices—whether improve-
ments in weight, lifetime, and charge time and capacity for transportation use, or
improvements that let us better store and use large but transient energy sources
like solar and wind.

In pursuit of this knowledge, the Office of Science is supporting research in areas
such as nanostructured electrodes with tailored architectures. For example, funda-
mental studies of the electronic conductivity of lithium iron phosphate (LiFePO4)
led to the discovery of doping-induced conductivity increases of eight orders of mag-
nitude. This discovery led to the DOE

Office of Energy Efficiency and Renewable Energy’s funding development of the
high power-density Lithium-ion batteries that power electric vehicles such as the
Chevy Volt. The Office of Science is also looking at conversion reactions for batteries
that yield more than one electron per redox center. New research on conversion re-
actions is looking at advanced materials that yield up to six electrons per redox cen-
ter, allowing a large increase in power density. We are also investing in research
on ultracapacitors, which complement battery power by allowing rapid charge and
discharge cycles.

Bioenergy. A third area where we believe fundamental scientific breakthroughs
can change the energy equation is biofuels. The development of biofuels—especially
biofuels made from plant fiber, or lignocellulose, such as cellulosic ethanol and other
fuels—represents a major scientific opportunity that can strengthen U.S. energy se-
curity while protecting the global environment.

Imagine a sustainable, carbon-neutral biofuels economy capable of meeting a third
of U.S. transportation fuel needs without competing with fuel, feed, and export de-
mands.

The capability to more efficiently tap into the energy contained in plant fiber or
cellulose would give us the means to produce biofuels on a scale sufficient to create
a nationwide biofuels economy. Unfortunately, our current means of converting cel-
lulose, or plant fiber, to fuel is neither efficient nor cost effective. This is a tough
problem. Plant fiber has evolved over the millennia to be extremely resistant to
breakdown by biological or natural forces. The plant cell walls contain a substance
called lignin that is tightly woven with the cellulose, forming a kind of “flexible con-
crete” which gives the plant its incredible strength. This “recalcitrance” of plant
ﬁbei)rl forms the major cost barrier to making biofuels from plant fiber economically
viable.

Nature, however, has evolved solutions to this problem. Termites, for example, are
frighteningly efficient at converting cellulose and hemicellulose to fuel. They eat
wood at an alarming rate, and convert the cellulose into energy. Using a systems
biology approach to develop an understanding of the principles underlying the struc-
ture and functional design of living systems, the basic research supported by the
Office of Science is focused on developing the capabilities to model, predict, and en-
gineer optimized enzymes, microorganisms, and plants for bioenergy and environ-
mental applications. A series of workshops led by the DOE Office of Biological and
Environmental Research identified the basic research needs for such an approach.
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The emerging tools of systems biology are being used to help overcome current
obstacles to bioprocessing cellulosic feedstocks to ethanol and other biofuels—re-
search tools such as metagenomics, synthetic biology, high-throughput screening,
advanced imaging, and high-end computational modeling. In 2007, we launched
three new DOE Bioenergy Research Centers, each funded at $25 million per year
for five years, to pursue these research directions—the BioEnergy Science Center,
led by Oak Ridge National Laboratory; the Great Lakes Bioenergy Research Center,
led by the University of Wisconsin-Madison in partnership with Michigan State Uni-
versity; and the Joint BioEnergy Institute, led by Lawrence Berkeley National Lab-
oratory. We believe that these Centers can crack Nature’s code for cost-effective
biofuel conversion.

The DOE Bioenergy Research Centers are focusing mainly on the use of enzymes
and microbes to break down the lignocellulose or plant fiber into energy-rich sugars
and synthesize these sugars into fuels. Ethanol is one focus, though the Joint Bio-
Energy Institute led by Lawrence Berkeley National Laboratory is also re-engineer-
ing microbes to produce hydrocarbon fuels—green gasoline, diesel, and even jet fuel.
Of course, mankind has known how to make ethanol by fermentation for some time.
Lignocellulose presents special challenges. First, the degradation process—the proc-
ess of breaking through recalcitrance—typically produces chemicals that inhibit or
endanger the microbes used for fermentation. Second, typically you get two types
of sugar monomers, one type having 6 carbon atoms and the other type having 5
carbon atoms. The 5-carbon sugars are more difficult to ferment.

But once we've figured out how to degrade the lignocellulose and recover sugar
monomers from it, there’s another route to making fuel: chemical catalysis. The
Great Lakes Bioenergy Research Center is devoting some resources to this alter-
native path. The major funder of this catalytic work within the Office of Science is
our Office of Basic Energy Sciences, which has stewardship within the federal gov-
ernment for catalysis.

Catalysis offers several advantages over fermentation. First, researchers have
shown that catalytic processes can be used to turn sugar into hydrocarbon fuels,
fuels more like gasoline. Ethanol has certain disadvantages relative to gasoline.
Ethanol has only about 70 percent of the energy content per gallon as gasoline. Eth-
anol is also water-soluble, which introduces problems of corrosion when shipped by
pipeline or during storage. Also, today’s vehicle engines need to be adapted for use
with high concentration ethanol blends, such as E85; flex fuel vehicles can also
carry a cost premium over ordinary gas-powered vehicles.

Catalysis may be able to yield biofuels that are essentially indistinguishable from
gasoline, conventional diesel, even jet fuel. We may also be able to produce such hy-
drocarbon fuels via fermentation, by re-engineering microbes to produce them, and
our DOE Bioenergy Research Centers are working on this. If we could produce gaso-
line from plant fiber—so-called “green gasoline”—we could move to a greener fuel
supply without any major infrastructure changes. Our new Energy Frontier Re-
search Centers initiative, which I'll talk about in a moment, will provide new fund-
ing opportunities for this important work in catalytic production of biofuels.

Nuclear Energy. Today, nuclear energy provides about 20 percent of the nation’s
electricity, with no greenhouse gas emissions or pollution. Nuclear energy could pro-
vide much more carbon-free, pollution-free energy. A key challenge to industry
growth, however, is the need to solve the problem of spent nuclear fuel. Current
“once through” nuclear reactor policy leaves spent fuel rods with long-term heat
loads and radioactive decay, and a significant fission fuel content.

Imagine if we could close the fuel cycle; imagine abundant fossil-free electric
power with zero greenhouse gas emissions.

Advances in basic science leading to new recycling technologies could in fact pro-
vide a major reduction in spent fuel—recycling the spent fuel for further use in fis-
sion reactors and reducing storage requirements by up to 90 percent. Performance
of materials and chemical processes under extreme conditions is a limiting factor
in all areas of advanced nuclear energy systems. The challenge is to understand and
control chemical and physical phenomena in complex systems from femtoseconds to
millennia, at temperatures to 1,000 degrees Celsius, and for radiation doses leading
to hundreds of displacements per atom.

In 2006 and 2007, the Office of Science held three workshops designed to identify
the basic science needed for the development of advanced nuclear energy systems
and to close the fuel cycle. In addition to the Basic Research Needs workshops, two
additional workshops were held in the area of nuclear physics and advanced sci-
entific computing. Research areas identified in those workshops include: materials
and chemistry under extreme conditions; actinide chemistry; separations science;
nuclear theory; developing and scaling next-generation multiscale and multiphysics
codes; and computational modeling and simulation of reactor and recycling systems.
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Hydrogen. Most observers agree that there will be no “silver bullet” to solve our
energy dilemmas. As we attempt to meet the energy and environmental needs of
the 21st Century, we will increasingly rely on a portfolio of different energy sources.
Hydrogen as fuel is a somewhat longer-term possibility, but it is a very attractive
one.

Hydrogen has the highest energy content per unit of weight of any known fuel.
Fuel cells powered by hydrogen are more than twice as efficient as internal combus-
tion engines and produce only water. When hydrogen is burned in an engine, emis-
sions are significantly lower than those from other alternative fuel technologies. Hy-
drogen can be produced from abundant domestic resources including natural gas,
coal with sequestration, biomass, and even water, using nuclear energy or renew-
able energy sources such as solar wind, and geothermal.

Imagine an emissions-free energy future.

Combined with other technologies such as carbon capture and storage, renewable
energy, and fusion energy, hydrogen fuel cells could make an emissions-free energy
future possible. But this is an area that clearly requires some very fundamental re-
search, in addition to applied research. Of particular importance is the need to un-
derstand the atomic and molecular processes that occur at the interface of hydrogen
with materials in order to develop new materials suitable for use in a hydrogen
economy. New materials are needed for membranes, catalysts, and fuel cell assem-
blies that perform at much higher levels, at much lower cost, and with much longer
lifetimes. The breakthroughs needed to sustain a hydrogen economy will require
revolutionary, not evolutionary, advances. Discovery of new materials, new chemical
processes, and new synthesis techniques that leapfrog technical barriers is required.
This kind of progress can be achieved only with highly innovative, basic research.

The Department through the Office of Science supports such research in five tech-
nical focus areas: novel materials for hydrogen storage; membranes for separation,
purification, and ion transport; design of catalysts at the nanoscale; solar hydrogen
production; and bio-inspired materials and processes. Funding within the Office of
Basic Energy Sciences has enabled major advances in our fundamental under-
standing of hydrogen-matter interactions. Recent key accomplishments include: dis-
covering atomic scale mechanisms in the reversible hydrogen storage within com-
plex metal hydrides; developing novel micro-and nano-patterning syntheses for a
new generation of fuel cell membranes with superior power output; theoretically
predicting and experimentally validating new architectures and compositions of cat-
alyst alloys for efficient hydrogen production from fossil fuels or biomass; synthe-
sizing mixed metal oxide photoelectrodes for solar hydrogen production; and pro-
viding new insights into the development of oxygen-tolerant enzymes for bio-in-
spired hydrogen production. Such fundamental science accomplishments have sig-
nificantly advanced our understanding of the behavior of hydrogen at the atomic
level. They have also contributed significantly to shortening the knowledge gap be-
tween present-day hydrogen technology and commercial viability.

Carbon Capture and Sequestration. Coal provides almost 56 percent of baseload
electricity produced in the U.S. and will likely continue to be a significant energy
source globally over the coming decades. Carbon dioxide emissions from coal-fired
power plants can be reduced by improving conversion efficiency and by co-firing coal
with biomass, but the largest emission reduction potential will likely come from em-
ploying CO, capture and storage (CCS).

Ilrlnagine safe and environmentally benign underground sequestration of CO, for
millenia.

While DOFE’s Office of Fossil Energy, in conjunction with many academic and in-
dustry partners, has worked to ensure that many components of CCS have been
validated at an industrial scale and will soon conduct large scale field tests to deter-
mine the potential for the long-term safe storage of CO,, full scale deployment of
CCS requires an intensive science-based approach to understanding the long-term
behavior of subsurface geological systems where CO, can be safely and securely
stored for centuries to millennia. The scientific foundations must be laid for both
firm regulation and public acceptance. This means we must be able to make the
critical measurements of geological properties needed to design and build multiple,
effective, stable, geological carbon sequestration sites; we must also improve our
ability to predict subsurface properties from limited invasive sampling. Improved
high-resolution geophysical monitoring and verification approaches are needed to ob-
serve subsurface processes in real time and to track processes at operating seques-
tration sites for validation of safety and security.

We must also develop a better understanding of the geochemical stability of deep
potential storage sites, since CO, injection will introduce new reactive chemical com-
ponents, and storage creates compositionally complex systems, potentially reactive
chemical environments, and gradients in pressure and temperature. And we will



22

need the computational modeling tools that can predict CO, plume movement and
storage integrity for varied geological storage locations over large distances and long
time scales.

Ultimately, we need to predict with confidence the transport and fate of CO,. To
do that, we need to learn how to better describe the fundamental atomic, molecular,
and biological processes and to translate those microscopic descriptions to properties
of materials and fluids. Sustained investment now in fundamental research in such
areas as dynamic imaging of flow and transport of CO,, fluid-induced rock deforma-
tion, understanding the complexities and dynamics of mineral-water interfaces, and
biogeochemistry in extreme environments will enable the development of these ca-
pabilities.

Fusion. Finally, one of the most promising future energy solutions lies in fusion.
Fusion is the energy that powers the sun and the stars. Fusion energy on earth will
use deuterium from water and lithium to create tritium, fusing deuterium and trit-
ium into helium and a fast neutron (14 MeV). Deuterium and lithium are abundant
and cheap, the helium will escape from the earth’s gravity, and the energy of the
neutron can be captured to generate electricity or produce hydrogen. Fusion has the
potential to provide clean, carbon-free energy for the world’s growing electricity
needs on an almost limitless scale. The key challenge is sustaining and containing
the 100 million degree-plus fusion reaction on earth. Scientists have made progress
containing fusion reactions using powerful magnetic fields for confinement.

Imagine a future of unlimited, emissions-free energy for humanity. Imagine a fu-
ture where humanity ceases to struggle with the challenge of providing abundant
energy without damaging our earthly environment.

The basic science needs to enable this technology include: fundamental under-
standing of plasma science; materials for the extreme thermochemical environments
and high neutron flux conditions of a fusion reactor; and predictive capability of
plasma confinement and stability for optimum experimental fusion power plant de-
sign. In November 2006, the United States signed an agreement with six inter-
national partners to build and operate an experimental fusion reactor, ITER, that
will demonstrate the technical and scientific feasibility of a sustained fusion burning
plasma. US scientists are working side by side with their counterparts from China,
the European Union, India, Japan, the Republic of Korea and the Russian Federa-
tion in the ITER effort.

Energy Frontier Research Centers. If we are to realize this clean, abundant, and
affordable energy future envisioned here today, we must engage the Nation’s intel-
lectual and creative talent to tackle the scientific grand challenges of trans-
formational energy research. One way the Office of Science is seeking to do this is
through Energy Frontier Research Centers, which we are asking Congress to au-
thorize and fund in the Department’s FY 2009 budget request. The funding oppor-
tunity announcement for the Centers was posted on our website on April 4, 2008.
These Centers are intended to conduct innovative basic research to accelerate the
scientific breakthroughs needed to create advanced energy technologies for the 21st
Century. Assuming Congressional approval of Energy Frontier Research Centers,
$100 million will be set aside for these Centers each year, with each Center receiv-
ing $2 to $5 million annually for five years. Universities, national laboratories, in-
dustry, non-profits, and partnerships among these groups are eligible to apply. The
goal 1s to bring together our Nation’s best minds to tackle formidable energy chal-
lenges in groups large enough to make a difference.

Conclusion. I want to thank you, Mr. Chairman, for providing this opportunity to
discuss the fundamental research the Department of Energy is pursing to accelerate
the scientific breakthroughs necessary to achieve not only for the United States but
for all of our global neighbors the clean, secure, economic energy future we envision.

This concludes my testimony. I would be pleased to answer any questions you
might have.

The CHAIRMAN. Thank you very much. Thank you both for your
excellent testimony.

Let me start and we’ll just do a 5-minute round of questions from
any of the Senators here.

Let me ask, Dr. Hirst, your thoughts as to this whole issue of
carbon capture and storage. You indicated that your conclusion is
that by 2010, we have to have 20 full-scale projects underway or
operating. Is that what I understand?

Mr. HIrST. Committed. Committed.

The CHAIRMAN. Oh, committed.
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Mr. HIRST. Yes.

The Chairman. We need to have committed to 20 full-scale
projects. I guess I'd be interested first in your view and then in Dr.
Orbach’s view as to whether or not the seven projects that he just
mentioned—he mentioned seven new sites for carbon capture and
storage that are committed to, I guess, already by the Department
of Energy and through his office.

How does what he’s talking about relate to what you're saying
ought to be done by 2010?

Mr. HIRST. It relates very closely, chairman. There are other
countries, also. The European Union is talking about aiming for 12
major projects. The United Kingdom, where I come from, is com-
mitted to competition for a full-scale CCS project.

So I think my answer to that is it sounds as though at the mo-
ment they’re at the site development stage for the suitability of the
sequestration and if those are indeed moving to become committed
full-scale projects, that would be totally in accordance with the di-
rection that we’re saying we need to go.

The CHAIRMAN Dr. Orbach, did you have any thoughts as to how
what you’re doing relates to the goal that Dr. Hirst has articu-
lated?

Mr. ORBACH. Mr. Hirst talked about the G8 Summit, the Energy
Summit. We actually, together with the FutureGen announcement
that was made yesterday, will have 10 sites by 2010 that meet half
of the goal of the IEA.

I would like to——

The CHAIRMAN. These will not be demonstration sites. These will
be full-scale——

Mr. ORBACH. They will be full-scale. There will be one million
tons of CO, per year pumped into saline aquifers. We have 40
states that are participating and four provinces of Canada that are
participating, and seven of these are going through the permitting
process as we speak. We have developed the science protocol and
the best practices manual for how the contractors who are going to
pump the CO, will follow.

The CHAIRMAN. The report talks a lot about the potential for hy-
drogen fuel cell vehicles and I notice, at least in that one chart that
you went over, that is projected to be a significant part of how we
meet our transportation needs in the future.

My impression has been that this whole technology of hydrogen
fuel cells for vehicles is something that is much further away than
the development of electric vehicles or hybrid electric vehicles, and
therefore I'm surprised to see the enthusiasm with which you sort
of embrace it as a major part of the solution.

Do you have any comments on that?

Mr. HirsT. Yes, chairman. This is a subject on which I think
we're very open in the report, that we actually do not know at the
moment what may be the winning technology. You're quite right to
imply that hydrogen fuel cell vehicles face a number of hurdles.

For instance, at the moment, the very high cost of the fuel cells
in prototype form and there are issues about the storage, the on-
board storage of the hydrogen, and there are also issues about the
kind of infrastructure you would need to deliver the hydrogen to
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your filling stations. So there are indeed a lot of difficult issues
around hydrogen.

But I think it would be wrong to imply that electric vehicles don’t
also face challenges. There are challenges around development of
the kind of batteries that you would need to deliver electric vehi-
cles at reasonable cost with fully comparable performance to cur-
rent internal combustion vehicles.

I think it would be fair to say that in the sort of technology com-
munity, probably people have become slightly more, relatively
slightly more optimistic about the outlook for electric vehicles over
the last year or so because there has been some quite significant
process, but we feel it’s too soon to say that we know what the out-
come of this will be and we need to pursue both of those, the re-
search and development of both of those avenues in our view.

The CHAIRMAN. All right. My time is up. Senator Corker.

Senator CORKER. Thank you, Mr. Chairman, for holding this
hearing, and I want to thank our witnesses for being here and for
the great contribution you’ve made in the world arena as it relates
to focusing on climate.

Mr. Hirst, I have to tell you, I felt a little incredulous, I guess,
as I sat and listened to your presentation. How much time was put
into the putting together of the facts and data to come up with the
charts, if you will, that you just presented?

Mr. HIRST. This study is based on the model that the IEA’s been
developing over a period of 6 or 7 years. It’s a 15 regional model
and it contains a massive data on the costs and prospects of indi-
vidual energy technologies.

The model built up on the costs and potential of technologies and
the data that goes in there is not just from analysts at the IEA.
Probably about 20 analysts at the IEA who have worked on parts
of this but they’re not quite full time on that, but most importantly,
it’s also based on the data and the advice that comes from the
IEA’s International Technology Network.

Now these are groups of experts from around the world, U.S. ex-
perts, but experts from other major countries around the world.
There are 40 of these groups. There are probably thousands of ex-
perts who contributed in one way or another to this.

So I think, of course, I should perhaps emphasize this, these are
scenarios. I put them in specific form because that makes them
concrete. Of course there are enormous uncertainties around the
future in these areas, but we do feel that this is based on in-depth
analysis and taking extensive advice and guidance.

Senator CORKER. Let me say, and I wish that every member of
the Senate could have seen that presentation and every member of
the House could see that presentation.

I want to say that I generally have, I think, a very good nature
here in the Senate and try to focus on bringing out the best in all
of us to the degree that a human being can and also try to focus
on being blunt and direct in asking questions and making state-
ments.

I think that presentation, and I'm speaking to the presentation
and not to you as a person, please, to me, does more damage to the
discussion of climate change than almost anything that I've seen
since I've been here.
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I couldn’t believe that this sort of command and control kind of
discussion was taking place here and I have to tell you that if I
were you, I would not—if the issue is trying to cause people to be
interested in climate change, I would not make that presentation
again.

So I just want to say to you, I'm stunned, and I think many of
us up here have been stunned in watching this accumulation of ex-
perts talking about what the future will be and creating these
kinds of scenarios. I don’t think it’s helpful.

But I would like to get back to the good nature component and
say that there were some elements of your presentation that I
found interesting. One of the things that we seem to not be able
to do right now in this body is to bring the two groups of people
together, folks who care deeply about our environment and folks,
as Pete Domenici mentioned, who care deeply about making sure
that countries around the world are energy secures, and it seems
to me that we have a wonderful opportunity right now with people
feeling so vulnerable to be able to do that.

I know that in your presentation, you mentioned the need to pur-
sue nuclear and that it already was a great—there’s much nuclear
development already that takes place in our country and even more
needed to take place.

I think you mentioned to some degree also increased investments
in fossil fuels that are going to be necessary to meet demands, and
I would like to say that while I thought the facts and the data that
were presented were not helpful, I thought those two comments
that you made were most helpful.

I have a meeting tonight with somebody in the environmental
community to discuss just what you said and I wondered if you
might expand a little bit on the opportunity that we have here in
this world today with everybody feeling vulnerable to sort of take
down the barriers that exist right now between these two commu-
nities and to be pragmatic as we use fossil fuels to some degree to
be a bridge to the future, but at the same time create a tremendous
sense of urgency, if you will, as it relates to moving toward new
technologies that hopefully will solve many of the issues related to
climate change.

I'd love for you to expand on that and please forgive me for my
earlier bluntness.

Mr. HIRST. Senator, a couple of comments on that. I do want to
emphasize the reason that we did this study is because we were
asked to by the G8. They asked us for scenarios, literally for sce-
narios and strategies for a clean, clever, competitive energy future.
I don’t think we would have done this if we hadn’t been asked to
do this.

Senator CORKER. I would just say that I might not take on some
of the things that G8 asked me to do in the future if that’s the re-
sult.

Mr. HIRST. I think your second question is about the impulse
that high energy prices today might give to change in the energy
sector and whether that can awaken and bring together people
from different parts of the community.

I think the answer is that will produce change, but in the ab-
sence of government policies, it won’t necessarily change, produce
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all the changes that people want, because some of the responses to
high energy prices will actually be through very high carbon re-
sponses, such as unconventional oil, whether it is oil sands or oil
from coal. These are technologies which, in the absence of carbon
capture and storage, are actually higher in carbon than conven-
tional oil. Now they may also stimulate low carbon technologies.

The other point I would highlight, and this comes from—we pre-
sented these studies to a group of chief technology officers of 30
leading energy companies around the world, and their response
was yes, this may be technically possible, but to make these
changes, we need clear and predictable incentives for the future for
these new technologies, and one of the problems with high energy
prices right now is that investors won’t necessarily assume or won'’t
necessarily rely on prices remaining very high in the future when
they make their investments, whereas they might respond if you
have very clear predictable signals as to the carbon incentives that
might be available in the future.

Senator CORKER. Mr. Chairman, I realize my time is up. Thank
you very much for having this hearing and I apologize for some of
the comments I made or having to make them actually.

Thank you.

The CHAIRMAN. Senator Salazar.

Senator SALAZAR. Thank you very much, Chairman Bingaman,
and let me first say I think this is a very, very important hearing
and I appreciate your leadership as the chairman to have this
hearing on the issue of climate change and energy, and I would
hope that one of the things that we might be able to do as a com-
mittee under your leadership is to move forward with our own bi-
partisan measures to try to address the issue of climate change.

I for one, a U.S. Senator, was not happy, frankly, with much of
what we did in the global warming debate on the Floor a few
weeks ago. I think it’s an important debate that needs to be had,
but I also know and we all know of how it is driven so much by
what we do with our energy policy and it seems to me that this
is the appropriate committee to try to deal with the issue.

Let me ask—I wanted just to make that comment to you.

A question that I have for you, Mr. Hirst, and also a question
I'll have for Dr. Orbach, has to do with the technology options.

Now, I sense the disbelief from my colleague and friend Senator
Corker. We also look at when you are looking out at 2050, you had
to make some assumptions relative to the allocations of the dif-
ferent energy sources and what we’re going to be doing on the de-
mand side as well.

So if you look at your figure 9, you have the whole chart of the
different energy sources on both the supply side and the demand
side and making predictions about how that all will turn out in the
year 2050.

How did you go about making the allocation that you make with
respect to the different components of our energy equation? For ex-
ample, how do you decide what percentage you’re putting on nu-
clear versus what you’re putting into coal and IGCC versus what
you're putting into solar?

I ask that question in all sincerity because it seems to me that
when we are talking about putting 500 megawatt power plants in
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the desert of Arizona that are CSB solar plants or 200 megawatts
in Bakersfield, California, that some of this technology is so unfold-
ing and so new, that it’s very difficult to make these predictions at
2050.

So how did you come about the allocation of all these menus that
are in the portfolio on both the supply side and the demand side?

Mr. HIRST. Senator, you're right, it is very difficult and there are
uncertainties.

The way the model works is that it chooses the lowest cost op-
tions. So the model contains our best estimate of what you might
call the supply curves in each of the 15 regions to which it relates.
It contains our best estimates of what you might call the supply
curves of each of these technologies, how much you could obtain at
what cost, and then the model selects the technology which to-
gether produce the lowest cost solution for the level of CO, cuts,
reductions, that you are seeking.

Now you’re quite right to say there are lots of uncertainties in
that and a key element of the model is what we call the learning
curve. To what extent will the costs, some of which are very high
on developing technologies, to what extent can they be reduced as
the technologies——

Senator SALAZAR. Let me ask this question to push you a little
bit. I've done a lot of litigation on the water models and I know
that there are black boxes that you can spend months in litigation
over.

Is this a model that’s any good or is it just a piece of—you know,
something to talk about? How good is this model?

Mr. HIRST. It’s a good model. This is a topic on which there’s
quite a community of experts around the world and people have
done, you know, analytical studies of the history of technologies,
how in the past in motor vehicles and many other technology, they
go through a well-established pattern.

Senator SALAZAR. Let me just say the trustworthiness of the
model, dealing with, you know, 42-year output projections, is some-
thing that is a very important point, I think, for all of us.

I want to just ask a couple other questions, if I may. Carbon cap-
ture and sequestration, the use of coal. Coal is to us in the West,
much like oil is, I think, to Saudi Arabia. You talk, both of you,
Dr. Orbach and Dr. Hirst, with some optimism about where we are
going, the announcement from DOE yesterday, Dr. Orbach.

How realistic is it that we’re going to get there and that these
projections that we have, Mr. Hirst, here on carbon capture and se-
questration are going to be met? Dr. Orbach first and then Mr.
Hirst for a minute.

Mr. ORBACH. Frankly, I'm somewhat optimistic. I believe that we
know enough about underground geophysics and geochemistry to
be able to predict what happens to the CO».

I would like to come back to the question you asked Mr. Hirst.

Senator SALAZAR. Let me keep pushing you a little bit on this
carbon capture and sequestration.

Mr. ORBACH. Please.

Senator SALAZAR. Sam Bodman is a wonderful man and yet
we've had these conversations about where we're going with carbon
capture and sequestration and FutureGen and it’s been delayed,
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and yet the reality of it is there are many of us that want to see
how fast we can move forward with that and the dollars that have
been out there have made it impossible for us to move forward with
some projects that are demonstration projects.

Now you’re saying 10 projects. How realistic is it from your point
of view as the chief scientist in DOE that we’re going to be able
to move forward with those 10 projects? Are we going to run up
against the fiscal walls again?

Mr. ORBACH. No, I believe we're going to go forward with those
10 projects.

Senator SALAZAR. OK. Now talk about your 20 comments about—
your 20 demonstration projects for about 10 seconds. My time is
up.
Mr. HIRST. Yes, now we do think it’s—we’re encouraging that
G8—Energy Ministers across the G8 have committed themselves to
this target which is—and we think that they can do it, yes.

Senator SALAZAR. Are the other G8 countries ahead of the United
States or about in the same position still as an unknown with re-
spect to——

Mr. HirstT. It’s difficult to generalize, but I would not charac-
terize them as being ahead, no.

Senator SALAZAR. Are they behind?

Mr. HIRST. They are doing different things, but they’re in similar
situations.

Senator SALAZAR. Thank you, Mr. Chairman. My time has ex-
pired.

The CHAIRMAN. Thank you.

Senator Craig.

Senator CRAIG. Mr. Chairman, thank you for the hearing, and
Mr. Hirst, thank you for being here and making your presentation.

I'm sitting here in a couple of different thought processes at the
moment, not unlike my colleague Senator Corker, but at the same
time, going through a déja vu with the International Energy Agen-
cy.
You were created in 1973, coming out of the OPEC oil embargo.
The world was in a break point in hydrocarbons at that time, mak-
ing fundamental changes in their thinking as developed nations
versus undeveloped nations about what to do, and for this reason
you were created.

I think it was the G5 or the G6 but maybe not the G8. The world
has changed since 1973. You now come to us at what I call another
break point in hydrocarbons for developed nations and developing
nations. So stay with me for a moment because in the midst of this
is a question as relates to your modeling and the realities of where
we go in the future.

In 1973, 1970s, this nation was about 80 percent dependent on
hydrocarbons, but following that, whether it was Great Britain,
Western Europe, the developed nations, and the United States, we
began to change. We changed for a lot of reasons. We changed be-
cause of policy and you’ve mentioned the need to drive that.

Out of that came CAFE standards which we had not heretofore
had and we told the auto industry to make fundamental changes.
Out of that came standards for electrical appliances that heretofore
we did not have. For a period of time through the balance of the
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1970s and the 1980s, we were a pretty forward-thinking nation as
relates to energy and then we fell into the doldrums of a growing
economy and a supply that was reasonably priced. So we leveled
out, but we shifted from an 80 percent dependency to about a 40
percent dependency on hydrocarbons.

Now I'm not quite sure what the modeling was for Europe but
that happened. Now we are at another break point, in my opinion,
in energy, hydrocarbons, and oil. As a result of that, coming out of
it over the next decade, we will act and think a great deal dif-
ferently than we do today.

This Congress is wrestling with that. Dr. Orbach has talked
about it. We were all moving in that direction but maybe not with
the urgency that a $136 or a $140 a barrel oil will bring us and
$5 gas at the pumps. That is a level of urgency and pain for us,
but it is also true across all of the developed nations that are de-
pendent on oil.

So my question relates to India and China, the emerging devel-
oping nations that are in the high percent of dependency on hydro-
carbons. I think China’s at about 90 percent coal and oil dependent
at the moment. India’s somewhere in that model also, they have
the capability of responding differently than we did in the 1970s
because they are not as affixed to the technologies that we were of
that day.

By that, I mean, and you saw it happen last Thursday in China,
China raised the tax on their hydrocarbons, a barrel of oil dropped
in the world market, and the stock market went up. Why could
they do that? They could do that because only one per thousand
Chinese owns an automobile at this moment, not 500 per thousand.
But some of the modeling that is being used by you and others
would suggest that China’s going to follow our pattern and that
they’re all going to develop. They’re all going to go out and buy cars
and so it’s going to go from one to 10 to 50 to a 100 to a 150 to
200 per thousand Chinese owning an automobile.

But the Chinese, unlike us, can control that in a very different
way. They didn’t put copper lines between all of their towns to give
everybody a telephone. They simply got them a cell phone and put
up a tower. Why, they grabbed the technology of the moment and
they adjusted and changed very rapidly. Something we could not
do because we were simply the leaders of technology down through
the decades as is true of Western Europe.

My point is, has the modeling that brought you today and
brought the report incorporated the reality of markets that go
through these kinds of dramatic changes based on costs that cause
us to change?

We will be a very different country 10 years from now as relates
to hydrocarbon dependency. Some modeling would suggest we will
drop from 40 to 30, maybe less, based on the market forcing us to
as much as policy.

Now the combination of successes coming out of the 1970s that
created you were a combination of markets and policies. Today you
come with policies and policy change proposals.

How reflective is your modeling of the markets that are rapidly
changing at this moment in a relatively unforeseeable way?
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Mr. HIRST. Senator, you're right, we are assuming in this that
as we see continuing rapid economic development in China and
India, and by the way, the study is based on fairly optimistic as-
sumption about continuing economic growth, we have 3.3 percent
average global economic growth between now and 2050, con-
centrated in these big developing countries, and we assume that,
yes, as Indians and Chinese become more affluent, they will want
to own vehicles, but we assume certainly in the more carbon-saving
cases, first of all, that they will tend to own smaller and much
more efficient vehicles in the coming decades and, second, that
their cities may evolve on a pattern that involves higher opportuni-
ties for mass transit and public transport than some of them have
in the past.

We do have those trends in there, but you're absolutely right, you
know, that one of the big drivers in all this is the desire for per-
sonal transport by people in developing countries. We think that’s
inevitable and hard to question.

As far as the United States is concerned, yes, we have built in—
we have assumptions about oil prices for the future and we have
built in a response to those in terms of increasing efficiency in the
economy as a whole and indeed in vehicle efficiency in the United
States. Yes, we do expect a trend toward increasing vehicle effi-
ciency.

It’s interesting because it bears out exactly what you were say-
ing. When we look back historically, we saw large energy efficiency
gains in OECD countries in the 1970s and 1980s, but in the 1990s,
a period when oil prices were relatively low, the rate of improve-
ment almost halved and that’s something that we have to—that, of
course, is a bit of a lag between policies and results. So we don’t
yet see some of the results of the most recent policies the govern-
ments have been adopting.

Senator Craig. They're not factored into your modeling?

Mr. HIRST. Yes.

Senator CRAIG. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Lincoln.

Senator LINCOLN. Thank you, Mr. Chairman, for holding this im-
portant hearing. We appreciate your leadership in this role, and I
would associate myself with the comments from Senator Salazar in
terms of the engagement of this committee in dealing with this
issue as well as our frustration in the first attempt on climate
change.

There seems to be so much more that we need to take into con-
sideration. Certainly from the testimony you gentlemen bring, we
hope we will.

I often speak on how we’re going through a transition from an
old energy economy to a new energy economy and that’s exactly in
my book how we have to look at this. I don’t think we should be
shocked or amazed at the unbelievable challenges that we’re going
to be faced with because it’s going to mean not only changing our
economy but in order to change that economy, we’re going to have
to change cultural ways among people and Americans do not
change their cultural ways quickly.

I think one of my many main priorities as we continue the cli-
mate change discussion is making sure that all sectors of our econ-
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omy have the right tools to meet the types of emission reductions
that we are going to require in order that the disproportionate bur-
den does not fall upon particularly low-income or those that live in
disadvantaged areas, rural areas, and other.

It’s clear that a wide range of energy efficiency technologies are
going to be needed in this new energy economy in order to be suc-
cessful in reducing the CO, emissions which you all speak about
in terms of levels and cost-effective matters and a host of other
things.

Just a couple of questions. One to what you had said, Dr. Hirst,
was that predictable and dependable incentives. You know, I don’t
think we should be amazed that this is going to be challenging. We
can’t even pass the tax incentives for renewable energies in this
Congress, and, you know, there’s no doubt that if what we want to
see happen is the investment in renewable technologies, we've got
to incentivize it and it needs to be more predictable. It needs to be
more dependable.

One of the questions I would have for you is you accommodate
in your studies the technologies of more fuel-efficient vehicles. Do
we speed that up? What happens when we make that rapid in
terms of increased automobiles and fleets with fuel efficiency?

I mean, to me, it seems as if conservation, which his what that
is in many ways, is the most immediate impact we can have and
it seems as if, if we did more of that, we would see a quicker re-
sponse with pain perhaps, if we provided the incentives that are
there.

I guess just a couple questions that I would also have to the De-
partment of Energy. You're aware of the process that’s currently
being developed to take advantage of animal waste. I come from a
very rural and agriculturally productive state, but animal waste,
such as chicken litter, as a primary feedstock for renewable fuels
and energy.

What barriers exist in the implementation of that? I guess the
other question would be on cellulosic biomass, you know. What is
the role there? Algae-based fuels.

One of our biggest challenges is that, as you all point out, moving
from these technologies which our constituents hear about and
think that should be into practice the very next day. There’s cer-
tainly a long spectrum of steps that have to be taken before we can
get them to the consumer or even into a technology-based industry
that can produce them, much less getting them deliverable to the
consumers.

So algae-based biomass, animal waste, those issues, and to Dr.
Hirst, I guess, a more rapid integration of technologies, particularly
conservation measures and others, just would like to have your
comments on those.

Mr. HIRsT. Senator, I'll just comment on fuel efficiency in vehi-
cles. First to say, yes, you're absolutely right. The issue is clear,
predictable incentives. That’s what business tell us again and
again.

Senator LINCOLN. Sure.

Mr. HIRST. As far as the vehicle fleet is concerned, we believe
that the technology potential exists with conventional vehicles to
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approximately double their fuel efficiency over the next 20 years
and that could be quite a cost-effective transformation.

So we do support—you know, we’re very aware that the U.S. is
developing its fuel efficiency standards. We strongly support that,
and we would like to see that progressively developed over the
years because we think there’s a lot more quite cost-effective poten-
tial there to increase vehicle fuel efficiency.

Mr. ORBACH. Senator Lincoln, your question is right on, and in
particular, we believe that the farmer and the rural areas have a
huge stake in energy. These are cash crops that we’re talking about
or use of agricultural waste.

You referred to animal waste, also rice stalk, corn stover. They
all contain cellulose and that cellulose—well, the animal is dif-
ferent. That’s an oil, but they contain fuel and the trick is to keep
our options open. There are new technologies being developed as
we speak that are very exciting. I don’t know which one will be the
most effective, but our investment in these new technologies is crit-
ical.

The way we look at it is to duplicate what nature does. Now,
we're talking about using plants, about taking the cellulose that
nature has created and producing fuel, gasoline as well as ethanol.
But, why plants? Why not work directly with artificial photosyn-
thesis? Do what plants do, only with molecular structures that we
can create in the laboratory.

These are options that are very exciting. I can’t tell you if they’re
going to work, but I can tell you that the country is electrified, stu-
dents are pouring into universities, interested in energy because of
these opportunities that are there.

So, I think you're going to see over the next couple of years some
very exciting options that we have not even thought about in the
past. You mentioned algae as one example. Biodiesel comes from
algae, but you can also produce fuel directly from cellulose; and
we're talking now about diesel and gasoline.

We have looked at the combustion side as well as the production
side. We have a combustion research center which is working with
people who are doing microbial development because gasoline
comes from oil and the refiners make what they can out of it, but
is that the most efficient fuel? If we can design the carbon chains
for the most efficient combustion, will it come out to be the same?
kWill we have the same mixture of these organic compounds? I don’t

now.

So what you’re seeing is that this energy crisis, as Senator Craig
referred to, has really caused us to open the box, to think of oppor-
tunities that could conceivably be transformational, and my belief
is that the person who will benefit most from this is the farmer.
We are going to give the farmer a cash crop that is dependable,
doesn’t depend on the price of food, one that can use natural re-
sources that are currently available, and not complete with food.

So I think we have an opportunity here that’s very exciting.

Senator LINCOLN. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Murkowski.

Senator MURKOWSKI. Thank you, Mr. Chairman. Following up on
Senator Lincoln’s comments about the impact to the poor, the lower
incomes, those on fixed incomes, we've got situations up north.
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We'’re in full-blown energy crisis up there in a state that’s got ac-
cess to an awful lot and what we’re seeing in Alaska, in some of
our villages, some of the very remote, very small villages, is in an
effort to be able to pay for home heating fuel, in an effort to be able
to pay for the diesel that is the power- generating source, in an ef-
fort to put the fuel in the boat, families are not paying their water
and sewer utility bills at a $126 a month. Those utilities are cut-
ting them off and we are now going back to the days of the honey
bucket where the human waste is carried outside and dumped in
the ground.

That is, I would like to think, an extreme example of what hap-
pens when we haven’t made that transformation. You are in a situ-
ation where all you're faced with are ever-increasing costs and the
need for the resource is as acute as it is.

I wanted to ask both of you gentlemen, and I thank you for your
testimony here this morning. Clearly, the need is a global effort, as
you have both indicated. I think you referred to global technology
revolution, that we have got to have the technological break-
throughs, but consistently, the terminology is on a global scale.

Give me more then in terms of how we get to that level of co-
operation and collaboration globally. We’re all looking at this. This
is Alaska’s interest. This is the United States’ interest. This is
India, this is China. How do we truly cooperate on this issue and
therefore be able to make a difference globally?

Mr. HIRST. Senator, I'll comment rather generally, if I may, on
that point because it is at the heart of the evolution that we'’re try-
ing to achieve because you've talked about poor people in the
United States, but, of course, very, very big players in this that
you've mentioned are countries like India and China, and there’s
no doubt that their top energy priority is development, making, you
know, affordable, clean energy available to very large numbers of
people, people who are without it, and therefore any way forward
on a global scale is going to have to integrate the concerns about
affordable energy with concerns about security and these concerns
about CO, emissions.

That’s why I think we are looking for, you know, the lowest cost
technologies that we can possibly find to solve these problems, but
one has to be honest and say there are some additional costs and
I guess it’s for governments and societies to decide how these costs
are going to be spread and how they can protect weaker people in
society, but I don’t think from the technology perspective, I can add
very much to this.

Senator MURKOWSKI. Dr. Orbach.

Mr. ORBACH. Let me respond directly because it’s a very impor-
tant question that you've asked and this is a different kind of en-
ergy.

We think of oil and large refineries and huge centralized facili-
ties; but the kind of energies that we’re talking about, the energies
from biomass, for example, are distributed. There’s no reason why
you need that huge investment; and in fact, in rural communities,
small towns, it is feasible to think of a plantation of switch grass
or poplar trees or some other vegetation which can be processed on-
site to produce fuel for the community, to produce a product that
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can be sold. So, it’s a different kind of energy. It offers a possibility
of dealing with the rural environment that we’ve not had before.

There are technical issues that we are addressing right now; but
I believe they can be solved. I think that they, frankly, are going
to make a huge difference in rural environments where there aren’t
other resources available.

Senator MURKOWSKI. I would agree, and I think you get out to
so many rural communities that are isolated. Alaska’s a perfect ex-
ample of a state where we don’t have the transmission to move
power from one community to another. Each village is its own free-
standing unit and how you figure out how to power that village,
whether it’s through harnessing the wind or the ocean energy or
the sap, the willow saplings that are growing up nearby, it’s going
to be these kind of mini projects, and they’re prohibitively expen-
sive right now, but I think otherwise what you’re going to have is
you’re going to have these smaller communities who will not be en-
ergy sustainable and they will fold, moving people into the cities.

I'm not convinced that that’s the best solution there, but it is
how do you identify that energy source for the smaller particular
areas? Mr. Hirst, you look like you want to jump in, but my time’s
up.
Mr. HIRST. May I just have a second because this is a most inter-
esting topic. One of the activities that we’re involved in is engaging
with major developing countries on energy technologies and we
said to them, well, here are the things we’re working on. What are
your priorities? Particularly South Africa led on this and said, well,
our priority is what they call rural energization, which is exactly,
I think, the topic that you're talking about.

We had a major workshop on this and there are a lot of tech-
nologies. They’re not all prohibitively expensive, but it’s very inter-
esting what the suppliers and the industry can contribute and
what they’re really looking for is ownership in the community of
these technologies. If you can find how the community themselves
can own these quite diverse technologies and operate them and ac-
quire the capability to manage them, then there are a whole range
of technologies and that seems to be the real challenge in deliv-
ering these technologies, certainly in the major developing econo-
mies.

The CHAIRMAN. Thank you.

Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman. Thank you both
for your testimony.

I appreciate that some of my colleagues have cause for concern
in your presentation, but the reality is I appreciate the nature of
the presentation because change is always a difficult challenge and
I am concerned that we will rue the day that in fact we are unwill-
ing to face the change that we need as we see even today the in-
credible floods that are taking place in Iowa and parts of the Mid-
west, as we see the incredible number of forest fires taking place
in California, as we look at the erosion along the Eastern Seaboard
of some of our coastal areas, and yet some of us cannot seem to
come to the conclusion that the challenges we have will require sig-
nificant leadership and a commitment to change. So I appreciate
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the efforts to have people realize the magnitude of the challenge
before us and constantly place that out there.

Having said that, let me ask you, Dr. Hirst. The IEA Report
makes it clear that annual solar power, solar energy dwarfs just
about every other source of power. It says, “The amount of energy
that hits the earth’s surface in an hour is about the same as the
amount of energy consumed by all human activities in a year.”

It’s a pretty significant statement, and you predict that under
any emissions reductions scenario, solar power costs could drop to
five cents per kilowatt hour or perhaps even less. That would be
a deal to my constituents in New Jersey who are paying beyond
that right now.

I want to understand, however, what policy changes we need in
order to deliver on that promise.

Last year, I introduced legislation called The Solar Act, which
Wouhl:l help eliminate interconnection and siting obstacles for solar
panels.

What, in your view, are the primary obstacles to large-scale de-
ployment of solar panels? What level of support is needed to de-
velop and supplement the more widespread deployment of solar
technology?

Mr. HIRST. Thank you, Senator. I just refer you quickly, if I may,
to figure 14 which shows the share that we expect for solar in en-
ergy supply in 2050. It’s one of the major components in renew-
ables. I would think just from inspection, it looks as though it’s
something like, you know, 6 or 7 percent of global energy. It’s a big
contribution.

Obviously there’s a big difference between the energy that’s in-
herent in the sunlight or how much we can economically capture.
But to come specifically to your point, there are two key areas for
developing solar, solar power.

One is this is a technology that I would describe as being in the
early stages of deployment. It’s still expensive, but it is capable of
mass deployment and experience shows that you make big econo-
mies in any technology as you begin to deploy it widely. This is be-
cause you get mass production, you get much more efficient ways
of developing the materials, and business learns in all sorts of ways
how to be more effective. So we need the deployment to bring the
costs down. The costs have been coming down quite spectacularly
in recent years, albeit they are still high in relation to conventional
generation.

But we also need the research and development. Some of that
needs to be government research and development. I know it’s
going on here in the States. It needs to be very closely ranked with
the research and development that big energy companies are also
conducting.

So I think those are the two areas, but we believe and we ex-
pressed it here, much more than we did 2 years ago, by the way,
this is a technology that has the potential to come in and be com-
petitive as a low carbon energy source.

Senator MENENDEZ. I appreciate that. The report talks about a
global revolution, a dramatic shift in government policies.

Mr. Chairman, as you know from your efforts, we couldn’t even
seem to extend the tax credits for renewable electricity generation,



36

imd it’s frustrating when we look at that in the context of the chal-
enge.

Let me ask two last questions. Your report makes it clear that
massive investments are going to be needed to meet rising global
energy demand. Is there a danger of stranding capital in projects
which exacerbate global warming if we don’t have clear policies on
carbon emissions?

Finally, Dr. Orbach, in your written testimony, you asked us to
imagine the solar photovoltaics which exceed thermodynamic effi-
ciency limits. While I'm not sure what that means, I'm glad that
the Department of Energy is working on the next generation of
solar panels.

I'd like to know what you’re doing to reduce the costs of existing
PV technologies and how much cheaper can you make solar, for ex-
ample, over the next 5 years. If you both could answer those sepa-
rate questions.

Mr. HIRST. Senator, the answer is yes, there is a danger of
stranded, because we’re going into a period where many countries
around the world, I think including the United States, will need to
make major refurbishment and replacements of, for instance, their
electricity networks, electricity capacity, and that capacity that is
built will be capable of running probably for a period of 50 or 60
years.

So if the wrong decisions are made now, the risk is of conflict
later on with environmental policies and, indeed, in this BLUE
case that we show, we have really substantial amounts, for in-
stance, of coal-generating capacity that cannot be subsequently con-
verted to having carbon capture and storage actually being phased
out early because they’re no longer economic in a low carbon envi-
ronment.

Mr. ORBACH. In regard to solar, what we meant by that comment
was we have one electron transfer now. If we can use two electrons,
we get double the energy out. We're working on that and that, we
believe, is a real possibility.

The actual cost driver right now on solar is more, as Mr. Hirst
has indicated, a production issue. Can you really get this to mass
production? But I would like you to think beyond solar panels be-
cause sun does a lot of things and we are looking at, for example,
artificial photosynthesis.

Can we take sunlight that plants take and produce sugars that
they live off of? Can we do the same molecular structure and
produce fuels directly?

There’s another aspect and that is hydrogen. Can we disassociate
hydrogen and oxygen from water using sunlight? There are new
methods we’re looking at with various catalysts that use solar en-
ergy to derive hydrogen. So we look at solar on a much broader
scale than just photovoltaics. They’re very important now because
they’re an immediate capability.

We also believe that solar, just as you pointed out, is one of the
great opportunities for energy for our country in the future. We're
looking at all different ways of capturing that sunlight and turning
it into energy.

The CHAIRMAN. Thank you.

Senator Barrasso.
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Senator BARRASSO. Thank you very much, Mr. Chairman. Mr.
Hirst, if I could, you talk about a need for a steep change in gov-
ernment policies, also closer international collaboration to address
both the global energy demand as well as climate change, and I'm
wondering how we’re going to be able to accomplish that in such
a way that we can reduce global energy prices.

I think you talked about a diminished demand for oil and things
over the next several decades.

Mr. HIrRsT. The way we can do this is by going for the most eco-
nomic technologies that we have and perhaps I should say when
we wrote this book and we looked at energy price projections into
the future, we have price projections in the range of $60 to $65 a
barrel which is high but it’s an awful lot less than current oil
prices, and it’s very interesting that, you know, you can convert
some of the costs of the technology we’re looking at.

For instance, when we say you need technologies up to $200 per
ton of CO,, say, that translates into about $80 a barrel on the price
of oil. It’s the same cost to the person using the oil.

So you can see that the price of oil that we have seen sort of
takes us into the region where some of these clean technologies
could already be competitive and could pay a plant in stabilizing
prices.

The concern we have is that in the absence of low carbon tech-
nology, it may not be the low carbon alternatives that are pre-
ferred, it may actually be high carbon alternatives that are pre-
ferred. So that’s how we see it.

Senator BARRASSO. The comparison you just did at $200 per ton
of carbon, you said that equals to $80 per barrel of oil. That’s in
addition, on top of the current price of the barrel of 0il? It’s based
on the 65 to 807

Mr. HIirsT. We did this when we were projecting $65 current
money, $65 a barrel in 2050.

Senator BARRASSO. So that would add $15—the carbon compo-
nent of that would add $15 to the base cost of the barrel of 0il?
That would take you from $65 to $80 or is it $80?

Mr. HIRST. No, no, no. It would add $80.

Senator BARRASSO. Add $80 to every barrel. All right. I just want
to be very clear on that. Thank you very much.

Dr. Orbach, if I could, we’re talking about coal and the amount
that coal provides for the baseload electricity produced now in the
United States and beyond.

We’ve heard a comment that we need 20 carbon capture and se-
questration projects, I think, by 2010 at least started.

Mr. HIrST. Committed by 2010.

Senator BARRASSO. Committed by 2010, online by?

Mr. HIRST. 2020.

Senator BARRASSO. All right. Do either of you have a good esti-
mate on how much government and private investment’s going to
be needed to really get the clean coal technology available at a
commercial scale to really put it on?

Mr. HIRST. I can give ours. I mean, we estimate that the incre-
mental cost of a full-scale—say you’re talking about a 500 mega-
watt coal plant with carbon capture and storage. We estimate that
the incremental—because obviously an element of that is the nor-
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mal commercial investment in the coal plant, but the incremental
investment at this stage for the demonstration plants, we estimate
in the range of a $1 billion to $1.5 billion.

Senator BARRASSO. For each one? For the 20 or for each one?

Mr. HIrST. For each one.

Senator BARRASSO. For each one.

Mr. OrBACH. The IGCC, which is terribly important, is roughly
about 20 percent more with CCS (carbon capture and sequestra-
tion) technology. But the beauty is that it enables you to capture
the CO, before combustion.

The actual cost of sequestration, I don’t know if anybody can
really estimate that right now. We don’t know enough about what
happens underground in these saline aquifers. But if you’re looking
at carbon and CO,, that’s what you want to do, and that’s what the
purpose of our investment will be.

Senator BARRASSO. Mr. Chairman, I'm afraid I'm out of time.
Thank you very much.

The CHAIRMAN. Senator Sessions.

Senator SESSIONS. Thank you, Mr. Chairman. You know, the
communiqué from the Gleneagles G8 sets my priorities. It says it
a little bit differently, but I believe we need to protect our national
security when it comes to energy and transmitting $500 billion a
year to foreign nations to purchase that oil is a matter that we’ve
never seen before in the history of the world.

I believe we ought to improve our environment, particularly in
SOx and mercury and other things that get emitted. I certainly be-
lieve in that and air pollution is the phrase you use here, and we
ought to eliminate greenhouse gases and the communiqué says re-
duce poverty. I say let’s contain the cost of fuel. I think it’s a world
ideal, a good ideal, that energy be less expensive.

I understand where electricity is readily available, lifespan is
twice that where it’s not. So this is not something we want to deny
the world, the ability to have low-cost energy, but so I'm worried
and when you indicated, Mr. Hirst, that it would be $80 a barrel
to support a $200 a ton tax or cost on carbon and then you indi-
cated, I believe earlier in your remarks, that that 200 may not be
enough and it may take $500 a ton, which would add $200 to the
cost of a barrel of oil, which would have devastating impacts, I sub-
mit, on this economy, it cannot be limited to a one percent impact
on GDP. I just can’t imagine how it would.

I would also just express a concern of the concept that somehow
a group of persons can meet in some salon in Europe and come up
with a projection about exactly how it’s all going to work out be-
cause you would admit really that technology is going to lead us
the direction we’ll go ultimately and there could be breakthroughs
and failures that would make these projections not be very accu-
rate, I guess, in 50 years. Would you agree with that?

MR. HIRST. Senator, of course. Youre absolutely right. I think
people are familiar with the scenario approaches. Everyone knows
the world will not turn out exactly as we today think.

Senator SESSIONS. I think we’re not masters of our universe to
that extent that we can project how that would come out.

Mr. Orbach—excuse me. If you wanted to respond?
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Mr. HIrsST. Yes, I just wanted to say, you know, we believe that
the impact of this BLUE case would actually be to reduce oil prices
from what they would otherwise have been if we had not conducted
this huge technology transformation, that’s very important, and
one way of looking at this transformation is that some of the re-
source which would have been used to import high-cost oil is actu-
ally used in engineering and technology development and tech-
nology deployment.

Senator SESSIONS I tend to agree with that. I think that’s how
we need to bring this fight back on oil company profits, fight back
on OPEC demands on this economy, which amount to, in my opin-
ion, a tax that’s not related to the fair market value of oil because
they contain the production to manipulate the price, and so this is
something the Nation needs to do as a matter of security as well
and it has the potential to benefit our CO, and our global warming
concerns, also. It should do both.

Dr. Orbach, I've expressed some concern about the Department
of Energy. Senator Domenici has expressed concern over the slow
way of getting loan money out to innovative industries. I believe
that you have tremendous amounts of information, looking at your
website and other things, on all kinds of technologies.

I would like to see the Department of Energy come to us and tell
us what they think would be the best prospects for loans, best pros-
pects for subsidies. We get in Floor debate here and somebody’s vis-
ited a plant in their home state, like I have, and I get all excited
about it and I want to have you fund it and we need some real
leadership to help us.

Do you think the Department of Energy can do a better job of
helping us sift through the competing demands and make some
recgmmendations for the best utilization of subsidies and loan mon-
ies?

Mr. ORBACH. Yes, sir. We are working as quickly as we can. It’s
a new process. We're setting it up. There’s been a GAO review
which we have been responding to. We hope that we can get that
to Congress very shortly, both for renewables and for nuclear.

Senator SESSIONS. That’s good. I'm going to offer some legislation
that would require something like that and we’re working on that,
and I just believe that we need more than just you to house exten-
sive research data and you need to develop policy and not be timid
about it. We may not agree.

You mentioned biofuels, switch grass, wood, cellulose. I am very
excited about that. In Alabama, I know of three projects, four
counting the Auburn Portable Gasification Unit that was just
brought up to Washington last week, they won a national award
for it, where you heat cellulose wood, heat wood products, gas
comes off, that gas can be converted to a liquid and it appears that
that could come in less than, considerably less perhaps than the
price of oil on the world market.

Do you—how do you feel about that potential?

Mr. OrBACH. First of all, I enjoyed seeing that exhibit at the Ar-
boretum last weekend and you should be congratulated. That’s a
wonderful exhibit—one of the nice things was the age of the people
who were running it. They were young and aggressive, and that’s
just the investment that we need.
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The methods that they used—and there are other methods,
chemical methods, of separating the lignins, the plant cell wall
from the sugars that you want to get at—but the methods that
they used are energy intensive. They had to use heat, called pyrol-
ysis, in order to make the plant material available for the enzymes
that would break it down.

We are looking at, as I mentioned earlier, at other ways of doing
that separation. One way, of course, is to use ionic liquids; we're
just exploring that. That will pull them apart without any energy
being put in in the form of heat.

Another method that your state is very actively involved in with
Oak Ridge National Laboratory is looking at the genetic structure
of switch grass and poplar trees and trying to find out how to ma-
nipulate the genetic structure so that we can weaken the bond be-
tween the plant cell wall and the cellulose. We believe that in the
future you will find in Alabama plantations of perhaps poplar trees
that are so engineered that they can be processed with enzymes
much more efficiently than we currently do it.

So for the future we are looking especially at states like Alabama
that have so many water and land resources to grow special crops,
that’s not for food but for fuel.

Senator SESSIONS. We think, according to a report in a local
paper, that the waste wood left in the forests after timber har-
vesting which is a nuisance to the landowner when it becomes time
to replant, would amount to almost the entire state’s utilization of
fuel if it were converted to a biofuel and I think that’s not—I'm
past my time, Mr. Chairman.

I thank you for those comments and I do think there’s potential.
I hope the Department of Energy will seek to aggressively bring
forth the ideas that are best for America so we can debate them.

The CHAIRMAN. All right. Thank you. Thank both of you. I think
your testimony has been very useful. Dr. Hirst, thank you particu-
larly for this report, and Dr. Orbach, thank you for your contribu-
tion today, too.

So why don’t we dismiss this panel and go right to the next
panel?

On this second panel, we have Dr. Thomas Wilson with EPRI,
Senior Program Manager with EPRI in Palo Alto, California, Dr.
Raymond Kopp, who’s the Senior Fellow with the Resources For
The Future here in Washington, and our third witness is Karan
Bhatia, who is Vice President and Senior Counsel with General
Electric.

Thank you all for being here. Mr. Bhatia, you have to be some-
where at noon or to leave here by noon, I'm told. Why don’t you
go first and then I'll ask any questions. Senator Sessions can ask
his questions of you, if he has any, and then we’ll dismiss you and
go to the other two witnesses.

STATEMENT OF KARAN BHATIA, VICE PRESIDENT AND
SENIOR COUNSEL, GENERAL ELECTRIC COMPANY

Mr. BHATIA. That’s very kind. Thank you very much, Mr. Chair-
man, Senator Sessions.
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On behalf of General Electric, I'm very pleased to be able to join
you for this hearing on the Deployment of Cleaner Energy Tech-
nologies in response to the Challenge of Climate Change.

GE has been at the forefront of climate change for years, both
in the public policy arena and in its commercial activities. GE is
a founding member of the United States Climate Action Partner-
ship which supports United States cap and trade legislation to
achieve significant reductions of greenhouse gas emissions and a
founding member of the International Clean Energy Alliance which
supports global programs to promote the deployment of United
States cleaner energy technology.

Commercially, GE has invested billions of dollars in its
Ecolmagination products and services, including wind turbines,
coal gasification projects, advanced nuclear power plants, and air-
craft engines, locomotives and gas turbines, which are significantly
more efficient or lower emitting than traditional products.

While GE remains firmly committed to developing such products,
we do face deployment challenges, particularly in developing econo-
mies which often lack the legal and policy structures to promote
the adoption of such technologies but which account for an increas-
ingly large share of the world’s economy and greenhouse gas emis-
sions, and my testimony, Mr. Chairman, which I will synopsize
briefly but with your indulgence, I'd ask the full be entered into the
record, the written version be entered into the record, focuses on
this challenge, on how to ensure that these countries can and do
participate in the deployment of cleaner energy technologies.

We believe that a comprehensive approach to this problem
should include five elements.

First, as its top priority, the United States should renew its own
renewable incentive programs, particularly the renewable energy
production tax credit. Doing so, we believe, will assure a robust in-
dustry in the United States, capable of offering advanced tech-
nology products to the world.

Simultaneously, the United States should provide advice and as-
sistance to developing countries in the creation and implementation
of effective cleaner technology deployment incentives in their own
countries.

Second, we believe there must be public funding supporting the
deployment of new technologies in the emerging economies. In this
context, we applaud the recent G8 Finance Ministerial commitment
to establish a climate investment fund or funds to help combat cli-
mate change in developing countries as well as President Bush’s
request in fiscal year 2009 for a United States contribution to a
clean technology fund.

Once created, we believe these efforts will be most effective if
those funds are guided by four principles: (a) technology neutrality.
The fund should be available to all technologies that have shown
the potential to reduce, capture and/or store greenhouse gas emis-
sions, (b) the majority of funds should be available to leverage
funding from other sources, including export credit agencies, (c) the
fund should act in a transparent and speedy manner on trans-
actions brought to it by recipient countries and/or the private sec-
tor, and (d) the fund should employ a variety of eligibility criteria
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looking at both long-term high-impact projects as well as shorter
turnaround projects.

The third initiative is we believe the IEA report makes clear con-
tinued innovation is going to be critical to addressing the climate
change challenge in the years to come and key to innovation is rig-
orous intellectual property rights protection.

Recently, some have suggested compulsory transfers of cleaner
technologies from the developed to the developing world in viola-
tion of the established intellectual property rights provisions. We
believe this would be a fundamentally misguided concept that could
immeasurably setback global efforts to combat climate change and
we would urge they be strongly resisted.

In fact, we would urge that rigorous intellectual property rights
protection should be a condition of eligibility participation in fund-
ing or other programs to promote cleaner technology deployment in
the emerging economies.

Fourth, we support the elimination of Customs duties and other
trade barriers to environmentally friendly goods and services, and
we applaud a recent United States EU proposal to this effect.
Eliminating such trade barriers will help to cut project costs and
improve the rate of technology deployment.

Finally, a substantial focused United States Government effort to
promote exports of cleaner and renewable energy goods and serv-
ices, we believe, is required. We applaud efforts made by the De-
partments of Commerce, Energy and State in this area thus far
and we urge that they be expanded and coordinated.

The Cleaner Export Programs established in the Energy Inde-
pendence and Security Act of 2007 should be a core piece of the
overall strategy. In sum, we believe that these five actions could
form the foundation of a coherent, comprehensive United States
strategy designed to engage the developing world in being part of
the solution to global climate change. In doing so, we would not
only be benefiting partners abroad but we would be supporting
business decisions to expand United States investments in cleaner
energy technology production, create United States jobs, and create
a cleaner and more efficient array of energy options for our own do-
mestic energy future.

Thank you very much.

[The prepared statement of Mr. Bhatia follows:]

PREPARED STATEMENT OF KARAN BHATIA, VICE PRESIDENT AND SENIOR COUNSEL,
GENERAL ELECTRIC COMPANY

INTRODUCTION

On behalf of General Electric, 'm pleased to join you for this hearing on the de-
ployment of cleaner energy technologies in response to the challenge of climate
change. A key element in this effort will be engaging the world’s emerging econo-
mies, which account for an increasingly large share of the world’s economy and
greenhouse gas emissions. My testimony today will focus on steps the United States
can take to assist in the reduction of those emissions through the use of cleaner en-
ergy technologies. We recommend: 1) broad U.S. engagement to provide assistance
to help developing nations establish public policies to incentivize cleaner energy
technologies; 2) U.S. participation in multilateral funds or other mechanisms to pro-
vide direct financial support to offset the higher costs for cleaner energy technology;
3) continued protection of intellectual property rights as necessary to advance the
development of technology; 4) elimination of trade barriers, including tariffs, to
cleaner energy technologies; and 5) coordinated promotion of cleaner energy exports.
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Action in each of these areas will support the partnership between government and
industry that is essential to solve the global climate challenge.

OVERVIEW

The International Energy Agency report, “Energy Technology Perspectives 2008,”
provides a carefully documented analysis for the United States Senate to consider.
The IEA’s conclusions are that much of the technology to address climate change
currently exists, but that that low and zero emission technology is currently more
expensive than the alternatives and that achieving a 50 percent reduction in green-
house gas emissions by 2050 will require considerable additional research, develop-
ment and demonstration. General Electric agrees with each of these findings.

Climate change is one of the most compelling challenges facing the world today.
This threat requires a concerted response from both governments and the private
sector. Governments must provide a stable, long-term regulatory framework to re-
duce greenhouse gas emissions. To play our part in developing such a framework,
GE is a founding member of the U.S. Climate Action Partnership (USCAP), which
supports U.S. cap and trade legislation to achieve significant reductions of green-
house gas emissions. GE is also a founding member of the International Clean En-
ergy Alliance (ICE Alliance), which supports global programs to promote the deploy-
ment of U.S. cleaner energy technology.

The private sector also has a critical role to play. Given the right policy and legal
framework, the private sector must make the investments and develop the business
models that allow for a successful transformation to low carbon economies. It is GE’s
belief that this alignment of government and private sector interests and actions is
the most—if not the only—effective way of addressing climate change. The result
can be a true public-private partnership on a vast scale, in which private individuals
and companies race to find innovative solutions, without the bottlenecks that can
come with government-directed planning.

Through our Ecomagination initiative, GE is committed to making those invest-
ments. We will sell $20 billion of our Ecomagination products and services in 2009.
Each of those products and services is significantly more efficient or lower emitting
than traditional products. Our Ecomagination products include wind turbines, coal
gasification projects, advanced nuclear power plants, energy efficient lighting, and
the world’s most efficient aircraft engines, locomotives and gas turbines. We recently
announced the purchase of a thin film solar photovoltaic company to allow us to
grow in the solar power area as well.

Just as importantly, we are investing in innovative technologies to break through
to higher efficiencies and lower costs for the future. Our R&D for zero or lower emis-
sion and higher energy efficiency products and services reached $1.1 billion in 2007
and will increase to $1.5 billion by 2010.

U.S. greenhouse gas legislation is critically important because the United States
represents approximately 20% of world greenhouse gas emissions. At the same time,
China alone now emits more greenhouse gases than the United States, and emis-
sions rates in emerging economies are growing far more rapidly than U.S. emis-
sions. The deployment of lower emissions technologies in those economies is there-
fore essential to any effective response to climate change. The United States has the
opportunity to export many of the needed products, services and technologies, pro-
viding benefits to both the recipient countries and to our own economy.

A further challenge to be addressed is the need to combat inflation in commodity
prices. Many renewable and cleaner energy technologies rely on materials whose
costs have soared in recent years because of increased demand. While the high price
of oil encourages use of renewables, the high prices of carbon steel, aluminum, cop-
per, and other materials pose an increasing challenge for the competitiveness of
cleaner sources of energy. Developing countries that a year ago would have strug-
gled to pay the higher price for cleaner technologies now find themselves facing a
far greater challenge because of commodity inflation.

The solution around high commodity inflation is the same as the solution to our
wider energy challenges: innovation and efficiency. Right now GE, supported by the
renewable energy production tax credit (PTC), is developing more efficient wind tur-
bines that can produce more electricity without increasing the amount of commodity
inputs required. GE also is working on finding additional materials that can be sub-
stituted for high-priced commodities without sacrificing effectiveness. These innova-
tions, and others in the future, will help combat high inflation in commodities and
will work to keep the costs of cleaner technologies within reach of developing econo-
mies.
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POLICIES TO PROMOTE CLEANER ENERGY DEPLOYMENT

While GE is firmly committed to developing lower-emissions, higher-efficiency
products, we do face deployment challenges. These deployment challenges exist be-
cause traditional, higher emission technologies generally offer the lowest cost option.
In developing economies, in particular, company decision makers have been under-
standably unwilling to pay for greenhouse gas reduction benefits, and governments
have not wished to require such expenditures for cleaner and lower emitting tech-
nologies.

In international climate change negotiations, emerging economies have argued
that the developed world has emitted most of the gases that are now causing cli-
mate change and should therefore bear the cost of reducing those emissions. In that
context, some have even suggested mandatory transfers of cleaner technologies from
the developed to the developing world. This is a fundamentally misguided concept
that would immeasurably set back global efforts to combat climate change. It does,
however, reflect the widespread recognition of the need for, and economic challenges
associated with, cleaner energy technology deployment around the world.

Commercial mechanisms are highly efficient at ensuring the deployment of tech-
nology through the sale of products and services and through technology licensing.
Yet for developing countries there are many competing demands on the capital
available for investment, of which paying for cleaner but currently more expensive
energy technologies is but only one. Moreover, developing countries feel little obliga-
tion to shoulder this additional cost, particularly when the United States itself has
no national greenhouse gas legislation.

Absent the participation of the emerging economies, it is difficult to envision an
effective solution to the global problem. It is therefore incumbent on the United
States and other developed economies to offer constructive solutions to facilitate the
deployment of cleaner technologies in the developing world. A comprehensive ap-
proach should include policy development assistance, funding for technology deploy-
ment, intellectual property protection, removal of trade barriers, and export pro-
motion. Such a combination of initiatives will be essential to support the transition
of emerging countries to a climate response program.

Policy Development Assistance

Cleaner energy solutions will be deployed when their recognized benefits to the
owner exceed their cost to the owner by more than that of other energy sources. Be-
cause of the higher costs for cleaner energy technologies, public policies to provide
incentives generally are required in order to make cleaner energy alternatives at-
tractive. In the United States, for instance, the wind PTC has proven indispensable
to the commercial development of wind farms. In years when the PTC has expired,
wind project development has almost stopped in this country, and when it has been
maintained for several consecutive years, wind development growth has accelerated.

As its top priority the United States should renew its own renewable incentive
programs, particularly the renewable energy production tax credit. Doing so will as-
sure a robust industry in the U.S. capable of offering advanced technology products
to the world. Simultaneously, the United States should provide advice and assist-
ance to developing countries in the creation and implementation of effective cleaner
technology deployment incentives. Two models for this activity are the Asia-Pacific
Partnership on Clean Development and Climate,! under which renewable and dis-
tributed generation policy ideas are being shared, and the U.S.-China Strategic Eco-
nomic Dialogue,2 under which the United States will help China adopt a NOx emis-
sion trading program.

The ultimate goal should be to help develop a range of policies that work effec-
tively together and are compatible with U.S. law and regulations so that they fit
into an international emissions reduction program. The U.S. has a significant oppor-
tunity to lead by example and share the knowledge gained through the implementa-
tion of successful programs to spur innovative technology that increases energy effi-
ciency and reduces emissions.

Funding for Technology Deployment in Emerging Economies

As the IEA report makes clear, the scale of required investment could be in the
range of $400 billion to $1 trillion per year through 2050. That is a scope of invest-
ment beyond government capability. However, government funds and financing on
a scale in the tens of billions of dollars can pave the way for private investment

1For additional information, see: http://www.asiapacificpartnership.org/.
2For additional information, see: http:/www.ustreas.gov/initiatives/us-china/.
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by demonstrating new technologies and achieving initial economies of scale and ex-
perience.

At their June 13-14 meeting in Japan, G8 Finance Ministers called for the estab-
lishment of climate investment funds to help combat climate change in developing
countries.3 The ministers stated their commitment to “helping developing countries
address climate change in a way consistent with the development needs of their peo-
ple.” President Bush has asked for $400 million in FY 2009 as the initial U.S. con-
tribution to one such fund, the Clean Technology Fund (CTF), and is seeking au-
thorization for the U.S. to commit $2 billion to this multilateral fund over the next
three years. The goal is for the CTF to reach up to $10 billion over the next three
years, to be used to help developing countries in meeting the higher costs of deploy-
ing cleaner energy technologies.

These types of international funds offer a means to buy down the cost differential
between existing technologies and cleaner alternatives. In GE’s view, these efforts
will be most effective if such funds follow four principles:

1. Technology Neutrality

The funds should be open to all types of technologies and projects having
an impact on CO, and methane emission reductions. Given the magnitude
of the challenge, the fund should be available to all technologies that have
shown the potential to reduce, capture and/or store greenhouse gas emis-
sions.

2. Leveraging Funding

The majority of the funds should be utilized to maximum effect by
leveraging funding from other sources and should include:

e Premium payment cover for loan guarantees from Export Credit Agencies
(ECAs), political risk insurance or credit insurance to backstop local companies’
credit, thus allowing leverage of the Fund with commercial money; and

e Grants, including interest rate buy-downs, to offset higher costs of cleaner en-
ergy.

3. Usability

To ensure steady project implementation, the fund should act in a trans-
parent manner on transactions brought to it by recipient countries and/or
the private sector. Starting points for the approval process could be private
sector bank and ECA procedures, as opposed to the processes used for spe-
cialized funds such as the Global Environment Facility. The Congress
should also consider ensuring that the proportion of suppliers on funded
projects reflects the contribution of the individual donor countries.

4. Eligibility Criteria

The fund administrators should evaluate proposals on several factors, in-
cluding the following:

e Lowest cost per ton of carbon reduction;

e Total amount of potential carbon emission reduction;

e Reduction in emissions of other pollutants (SO2, NOX, particulates, mercury);

o Efficient use of water; and

e Removal of tariffs that would constitute a barrier to the introduction of tech-
nology imports.

Long term, high impact projects (such as low or zero emission baseload
power plants) as well as shorter turn-around projects, should be considered
on an equal basis under these criteria.

Intellectual Property Rights Protection

GE is convinced that further research and development, along with the economies
of scale that can be realized by widespread deployment of existing technologies, are
necessary to reduce the costs of addressing climate change. The IEA report makes
clear that much of the technology to address climate change exists today, but public
acceptance of those technologies will be far easier if there is little or no cost penalty
associated with their adoption. For that reason, we should embrace all measures
that promote innovation, foremost of which is the intellectual property right protec-
tion system, which has fostered two centuries of innovation in the United States.

3 See http://www.mof.go.jp/english/if/su080614a.pdf.
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Forcing the transfer of technology outside of normal commercial activity would stall
the engine of innovation just when it is most needed.

At the same time, we should emphasize that the benefits of intellectual property
protection are global. The United States, China and India are all centers of research
activity. The next generation of GE patents on technologies to address climate
change will be held by scientists in our facilities in Shanghai and Bangalore along
with their colleagues in Niskayuna, New York.

It is also important to recognize that intellectual property right protection does
not only promote the initial innovation. It also encourages commercial deployment
of existing technologies. Companies will be careful to avoid licensing technology or
even selling products to customers in countries where those customers could reverse
engineer, take and use the intellectual property rights.

Rigorous intellectual property rights protection should be a condition of eligibility
for participation in funding or other programs to promote cleaner technology deploy-
ment in emerging economies.

Trade Barrier Elimination

In looking for ways to accelerate the deployment of cleaner technologies, one
mechanism immediately available to governments is to eliminate customs duties
(tariffs) and other trade barriers to environmentally friendly goods and services. The
United States and the European Union have proposed such an initiative in the
World Trade Organization. Tariffs on wind turbines and components in most coun-
tries are in the 2.5 to 10 percent range. The United States is at 2.5 percent. These
tariffs represent an additional cost that governments impose on the types of projects
on which they are simultaneously offering incentives to support. GE supports the
tariff elimination proposed by the United States and the European Union. Elimi-
nating such barriers will help to cut project costs and improve the rate of technology
deployment.

Export Promotion

The potential market for the global clean energy industry over the next two dec-
ades has been estimated at more than $30 trillion. Realizing the promise of this
market requires the coordination among U.S. government agency programs and the
strong support of policy makers. U.S. government export promotion activities will
support business decisions to expand U.S. investments in cleaner energy technology
production, creating U.S. jobs, a cleaner and more efficient array of energy options
for our own domestic energy future, and an opportunity to expand and retain work-
force in this critical industry.

A substantial, focused U.S. government effort to promote exports of cleaner and
renewable energy goods and services is required. We applaud efforts made by the
Departments of Commerce, Energy and State in this area thus far, and urge that
they be expanded and coordinated. The cleaner energy export programs established
in the Energy Independence and Security Act of 2007 should be a core piece of the
overall strategy. These include the International Clean and Efficient Energy Tech-
nologies and Investment in Global Energy Markets and International Clean Energy
programs.* These programs are critical to position U.S. companies to provide serv-
ices and manufactured goods and deserved to be fully funded.

CONCLUSION

Meeting global energy needs in a carbon constrained world is a challenge that can
only be met by a combination of technology provided by industry and sound public
policies that promote the deployment of cleaner energy technologies around the
world. The United States is in a position to lead by example through the establish-
ment and continuation of domestic policies to promote technology development and
deployment, such as the renewable energy production tax credit. The United States
also must take a leadership role in the creation and implementation of multilateral
mechanisms, including investment funds, to address the barriers that today prevent
the widespread use of existing cleaner energy technology. This effort should include
assistance to emerging economies in fashioning appropriate public policies to sup-
port the introduction of new technologies, including incentives, reduction of trade
barriers, and protection of intellectual property rights, and funding for U.S. govern-
ment clean energy export promotion programs.

4 See http://thomas.loc.gov/cgi-bin/bdquery/z?d110:h.r.00006:
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The CHAIRMAN. Thank you very much. Let me just ask one ques-
tion of you and then Senator Sessions can ask any questions he has
and then we’ll go to the other two witnesses.

Mr. BHATIA. Thank you.

The CHAIRMAN. General Electric recently put out a report, as I
understand it, quantifying the potential gains or net gains to the
economy that you see from the production tax credit, and could you
give us a little bit of a description of what you conclude in that re-
port?

Mr. BHATIA. Yes, Mr. Chairman. You are making reference to a
study we put out last week by our GE Energy Financial Services
Branch which had done a careful examination of what the cost to
the U.S. Treasury would be from an extension of the production tax
credit and estimated—the conclusion was that the effects, the total
effect would be a net present value, a positive net present value to
the U.S. Treasury of 5250 million through the renewal of the pro-
duction tax credit. This is particularly with reference to wind en-
ergy.

I think it’s a particularly relevant important study, given the de-
bate that has been going on about whether the extension of the
production tax credit would be a net positive or net negative.

The conclusion is, and it’s, in fact, probably a relatively conserv-
ative estimate, but when you look at the incremental income gen-
erated, the taxes generated and so forth, it would be a plus of 250
million to the United States Treasury.

The CHAIRMAN. OK. Senator Barrasso, Mr. Bhatia needs to leave
for another appointment, so we were going to have any questions
that people wanted to pose to him posed at this time. Did you have
any questions?

Senator BARRASSO. I do, Mr. Chairman.

The CHAIRMAN. Go ahead.

Senator BARRASSO. Thank you very much, Mr. Chairman. Mr.
Bhatia, if I could ask you about public/private partnerships. Gen-
eral Electric has made a significant commitment in Wyoming to
work with our University of Wyoming School of Energy Resources,
with our legislature, and I think that is a good way to go in devel-
oping technologies. We’re working there on clean coal technologies,
coal to liquids, coal to gas, and I was wondering if you'd like to
make any comments about that.

Mr. BHATIA. Senator, first of all, we greatly appreciate the sup-
port that you've offered, that the State of Wyoming has offered. We,
simply said, see this as being an enormous global challenge and it’s
one that’s not going to have any solutions that any single company
or government acting alone is going to be able to derive. It’s going
to necessarily involve substantial partnerships.

We've been pleased with the cooperation thus far. We look for-
ward to continuing it and again we see this not just in a single sec-
tor of the energy area but in fact something that’s going to need
to be replicated throughout. So we’re delighted by it.

Senator SESSIONS. Thank you very much. Thank you, Mr. Chair-
man.

The CHAIRMAN. Senator Sessions.

Senator SESSIONS. Thank you. I noticed that you did say, Mr.
Bhatia, that you felt that mandatory transfers of technology to de-
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veloping world, I guess free, requiring companies who've invested
to develop it is not a good policy.

I would just add that I think we have to go to the next step. The
American taxpayers can’t give the money to buy it from GE either.
We’re in a competitive marketplace. We're competing with low-
wage countries who are putting Americans out of work and I think
that we cannot transfer our wealth around the globe to meet these
goals when we’re actually hurting our own economy.

Let me ask you about GE’s view on nuclear power. Do you be-
lieve, from your commitment and your company’s commitment,
that nuclear power can be competitive costwise in the next 50 years
in producing electricity with the lowest no CO, emissions, no global
warming gases, and no pollutants into the atmosphere?

Mr. BHATIA. Senator, we are very much present in the nuclear
energy industry. We are a significant player in that industry. We
believe that it is an important part of what will be the solution, a
solution here. It’s something that we believe can, with the appro-
priate policy structures in place, be an important and cost-competi-
tive part of the equation.

But as I—

Senator SESSIONS. Let’s talk about costs. Are you concerned that
the regulations and some of the practical shortages that now exist
may be driving up costs more than is necessary and some of that
could be avoided?

Mr. BHATIA. To be honest with you, Senator, I don’t know that
we have looked at, you know, precisely what the implications are
for specific policy engagements would be on that front. I'm happy
to continue a conversation with you on that, but at this point, I
think all T would say is that we’re confident that nuclear is going
to be part of the equation.

The CHAIRMAN. Thank you very much. We will include your full
statement in the record.

Mr. BHATIA. Thank you very much.

The CHAIRMAN. Why don’t you go ahead to your appointment?
Dr. Wilson, we’re anxious to hear your testimony and then Dr.
Kopp.

Mr. BHATIA. Thank you.

STATEMENT OF TOM WILSON, SENIOR PROGRAM MANAGER,
GLOBAL CLIMATE CHANGE RESEARCH, ELECTRIC POWER
RESEARCH INSTITUTE (EPRI), PALO ALTO, CA

Mr. WILsON. Thank you, Chairman Bingaman, Ranking Member
Domenici, and members of the committee.

I'm Tom Wilson, Senior Program Manager for Global Climate Re-
search at the Electric Power Research Institute.

EPRI conducts research and development on technology, oper-
ations, and environment in the global electric industry, and we
really appreciate the opportunity to be here today to provide testi-
mony on the challenges to meet future energy needs while address-
ing global climate change.

In my written testimony, I describe several EPRI analyses of cli-
mate technology needs that complement the work that IEA has
produced earlier this morning. I compare in that written testimony
the findings and contrasts of our results as well.
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I'd like to summarize my results here from those studies and a
few key points. First, while the geographic scope and the analytical
methodologies are different, the key findings of the EPRI and IEA
analyses are strikingly similar.

Significant reductions in future CO, emissions are possible, but
they require fundamental technology change. Technology change is
slow and requires immediate investment in RD&D in order to deal
with it as well as commitment to deal with a variety of other
issues, including regulatory, siting, liability, public perception, and
deployment issues, especially at those early plants.

Second, I have a chart in front of you, over here to the left, that
provides a high-level summary of EPRI’s analysis, a technical as-
(siessrgent of how CO; emissions from the electric sector could be re-

uced.

Using the Energy Information Administration’s Annual Energy
Outlook 2008 as a starting point, we made more aggressive as-
sumptions regarding energy efficiency, renewables, nuclear genera-
tion, advanced coal generation, carbon capture and storage, plug-
in electric hybrid vehicles and distributed energy resources.

Our analysis shows that by deploying advanced technologies, it’s
technically feasible to slow, stop and reduce CO, emissions from
the electric power sector in the United States Given our aggressive
assumptions, we show that the United States electric power sector
emissions could be reduced to 1990 levels by 2030 and decreased
sharply thereafter. However, in order to achieve these large reduc-
tions in future CO, emissions, we'll need all of these technology op-
tions, even those which are not currently available.

Significant additional public and private RD&D funding is need-
ed over a sustained period to show that these technologies work,
to demonstrate their reliability, to reduce their costs, and to gain
public acceptance.

Third, in addition to the advanced generation targets highlighted
in the IEA study, grid modernization is a necessary enabling step
to significant emission reductions. This includes smart grids and
communications infrastructures to enable end use efficiency and
demand response, enable distributed generation, and to enable
PHEV, Plug-In Electric Hybrid Vehicle, Integration, along with an
electric grid infrastructure with the capacity energy storage tech-
nologies and robustness to operate reliably with up to 30 percent
intermittent renewable resources in some regions of the country.

Now RD&D requires the commitment of real money, so I think
it’s critical to point out that expanded RD&D is not only necessary
to produce these technologies but is a good investment for the U.S.
economy.

Our economic analysis estimates for a scenario in which emis-
sions in 2050 for the economy are approximately half of what they
are today in an effectively managed RD&D investment on the order
of tens of billions of dollars over the next 25 years could lower the
cost of emission reductions in the United States on the order of $1
trillion between now and 2050.

The fundamental implication of our work, and I must say that
of the IEA, that of RFF, that of MIT, that of the United States Cli-
mate Change Science Program, and virtually every study that’s
been done on this issue over the last decade, is that we must move
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from analysis to action if we want to have—deploy this whole tech-
nology of low-cost, low- carbon technologies in a timely and efficient
manner.

EPRI’s planning several additional activities that I'd like to tell
you about. First, we’re moving forward aggressively to demonstrate
the advanced electric technologies in the chart before you. One
project came online in February of this year. EPRI, Alstom and We
Energies started operation of a 1.7 megawatt electric post- combus-
tion capture and CO, capture process using a chilled ammonia sol-
vent.

In April, EPRI’s Board of Directors approved six larger-scale
technology demonstration projects to examine hyper-efficient elec-
tric end use technologies, smart grid demonstrations, compressed
air energy storage, two demonstrations of pulverized coal with par-
tial carbon capture and storage, an IGCC plant with partial carbon
capture and storage, and lower-cost oxygen production.

EPRI’s currently launching these initiatives with public and pri-
vate sector partners as a vital first step to meeting growing de-
mand for electricity while reducing greenhouse gas emissions.

Second, recognizing this is a global problem, we're extending our
analyses that we’ve done here in the United States to work with
other countries to understand how their electric sectors in par-
ticular could help decarbonizes.

Mr. Chairman, this concludes my remarks. I look forward to your
questions and those of your colleagues.

Thank you.

[The prepared statement of Mr. Wilson follows:]

PREPARED STATEMENT OF ToM WILSON, SENIOR PROGRAM MANAGER, GLOBAL CLI-
MATE CHANGE RESEARCH, ELECTRIC POWER RESEARCH INSTITUTE (EPRI), PALO
Arto, CA

Thank you, Chairman Bingaman, Ranking Member Domenici, and Members of
the Committee. I am Tom Wilson, Senior Program Manager for Global Climate
Change Research at the Electric Power Research Institute (EPRI). EPRI conducts
research and development on technology, operations and the environment for the
global electric power industry. As an independent, non-profit Institute, EPRI brings
together its members, scientists and engineers, along with experts from academia,
industry and other centers of research to:

e collaborate in solving challenges in electricity generation, delivery and use;

e provide technological, policy and economic analyses to drive long-range research
and development planning; and

e support multi-discipline research in emerging technologies and issues.

EPRI’s members represent more than 90 percent of the electricity generated in
the United States, and international participation extends to 40 countries. EPRI has
major offices and laboratories in Palo Alto, California; Charlotte, North Carolina;
and Knoxville, Tennessee.

EPRI appreciates the opportunity to provide testimony on the challenges to meet-
ing future energy needs and to developing the technologies for meeting increased
global energy demand in the context of the need to address global climate change.
In my testimony, I will describe several EPRI analyses of technology needs that
complement the work in the recent International Energy Agency’s (IEA) report, “En-
ergy Technology Perspectives 2008”, and compare and contrast our findings.

We are in considerable agreement with the IEA study on the need for immediate
investment in research, development and deployment of new technologies to achieve
significant to substantial greenhouse gas emission reductions. The IEA study adds
further detail and specificity to a rapidly growing set of assessments reaching simi-
lar conclusions in the U.S., in the OECD and around the world. With the global pop-
ulation expected to increase by 40% by 2050, and with global aspirations for eco-
nomic growth (by 2050, the IEA projects global GDP to grow to 4 times its current
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level), the challenge of providing dramatically expanded energy services while si-
multaneously reducing greenhouse gas emissions is formidable.

In addition to elaborating on the points of agreement, I will also highlight a few
insights that EPRI analysis has identified that are mentioned in the IEA report, but
that are not highlighted there. In particular, technologies to modernize the elec-
tricity transmission and distribution grid and energy storage technologies appear to
us as critical to enabling the widespread deployment of renewable generation and
to opening new approaches to demand-side efficiency improvements. I will also pro-
vide you a brief update on EPRI’s efforts in 2008 to move from “analysis to action”,
promoting early deployment of the needed technologies.

EPRI analysis

EPRI has conducted national and international research that has highlighted the
role of technology in addressing climate change since the early 1990s. In 2007, EPRI
released its own analysis, The Power to Reduce CO, Emissions—The Full Portfolio?,
which addressed the technical feasibility for the U.S. electricity sector to achieve sig-
nificant future CO, emissions reductions. The analysis examined the technology de-
velopment pathways and associated research, development and demonstration
(RD&D) funding needed to achieve this potential, as well as the economic impact
of realizing emissions reduction targets under two different technology scenarios.
This analysis is attached as Appendix A of my testimony. The first element of
EPRTI’s analysis—called the “Prism” analysis because of its multi-colored illustration
of the results—examined the impact of enhanced performance and expanded deploy-
ment of a group of advanced technologies on potential CO, emissions reductions for
the U.S. electricity sector. Key technologies included:

e end-use energy efficiency

e renewable energy

e advanced light water nuclear reactors
e advanced coal power plants

e CO; capture and storage

e plug-in hybrid electric vehicles

e distributed energy resources

The analysis revealed that if “aggressive, but technically feasible” advanced tech-
nology performance and deployment levels could be achieved, annual CO, emissions
from the U.S. electric sector could be reduced to approximately 30% below 2005 lev-
els in 2030. The analysis also highlighted the critical role that enabling tech-
nologies—energy storage and a modernized transmission and distribution system—
would play.

To understand the potential cost of making significant future CO, emission reduc-
tions, EPRI subsequently completed an economic assessment of the entire U.S. econ-
omy using the MERGE model2 MERGE was used to estimate the least-cost com-
bination of technologies that meets a representative CO, emissions constraint. The
MERGE analysis explored two technology scenarios for achieving this constraint: 1)
“Limited Portfolio”; and 2) “Full Portfolio”. The Limited Portfolio focused on the cur-
rently-available technologies, while the Full Portfolio incorporated significant im-
provements in a full-range of technologies, including wind, solar, end-use efficiency,
nuclear, advanced coal plants, carbon capture & sequestration and plug-in hybrid
electric vehicles. The results from analyzing the two scenarios reveal that the Full
Portfolio provides a significant economic benefit, reducing the policy cost of compli-
ance by 50-66% (on the order of $1 trillion) while still meeting the specified emis-
sions constraint.

Four major conclusions emerged from this analysis:

1This EPRI report was released in August 2007. It is attached and is publically available at:
http://mydocs.epri.com/docs/public/DiscussionPaper2007.pdf. The Prism analysis has subse-
quently been updated to reflect the baseline assumptions in the Energy Information Administra-
tion’s Annual Energy Outlook 2008, Report DOE/EIA-0383 (March 2008).

2MERGE is a general equilibrium model of the global economy originally developed by Dr.
Alan Manne (Stanford University) and Dr. Richard Richels (EPRI) to assess a wide range of en-
ergy and environmental issues. MERGE has been used for more than a decade to analyze the
cost of CO, emissions mitigation as a function of technology cost, availability, and performance.
MERGE models long time horizons to capture economic effects of potential climate change and
encompasses all major greenhouse gases and all emitting sectors of the economy. Using tech-
nology descriptions and policy constraints as inputs, the model outputs not only energy produc-
tion by technology, but also prices for wholesale electricity and carbon emissions. While the
model is global in scale, the current analysis focuses on the U.S.
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A technology-based strategy for the electric sector has the potential to lead to
sustainable and dramatic reductions in future U.S. CO, emissions. Further, this
strategy also creates opportunities to de-carbonize beyond the electricity sector
and outside the US.

e A diverse portfolio of advanced technologies will be required. No single techno-
logical “silver bullet” will suffice. Removing any one of the advanced tech-
nologies from the portfolio significantly increases the cost of achieving any
greenhouse gas emission reduction constraint.

e Significant additional public and private sector research, development and dem-
onstration (RD&D) funding is needed over a sustained period to achieve these
technological outcomes. In the near-term early demonstration of new tech-
nologies—e.g., carbon capture and storage, new nuclear, advanced transmission
and distribution system—is critical to rapidly move them to commercial status.
Longer-term research to enable full scale deployment of key technologies is
equally critical. Given that the lead time for moving technology from the draw-
ing board to full commercial status is measured in decades, the time for starting
is now.

e A technology-based strategy reduces the economic costs of achieving a green-

house gas emissions constraint. An investment in RD&D investment (public and
rivate) will lower the cost of emissions reductions in the U.S. on the order of
1 trillion between now and 2050.

IEA analysis

The IEA also examined two scenarios in its analysis: 1) technologies needed to re-
duce global CO, emissions to 2005 levels by 2050 (the ACT scenario); and 2) tech-
nologies needed to reduce CO, emissions by 50% below 2005 levels in 2050 (the
“Blue” scenario). Similar to EPRI’s analysis, the IEA Blue scenario concludes that
a full portfolio of both improved and fundamentally new technologies will be needed
to meet the 50% reduction target. The IEA report delineates 17 technologies that
must be deployed in order to achieve the goals of the second scenario. IEA also
urges immediate RD&D investment to develop the necessary technologies, including
CO; capture and storage (CCS), renewable energy, and nuclear power. Finally, IEA
perceives tremendous opportunity to de-carbonize other sectors through electrifica-
tion.

Major conclusions from the IEA analysis include:

e Deep global emissions cuts are technically achievable. Implementation of RD&D
roadmaps for 17 technologies identified by the IEA are expected to make the
largest contributions.

e All technologies will be needed, including new and emerging technologies, such
as coal with carbon capture and storage, renewable energy, and nuclear power.

e A major acceleration in RD&D is needed both to bring forward new technologies
and to reduce the costs of those already available.

e Energy efficiency represents a tremendous opportunity and a cost-effective near-
term option. However, if we are to reduce CO, emissions by 50% over 2005 lev-
els in 2050, new technologies still under development must also be deployed
that can achieve de-carbonized power generation.

Differences between EPRI and IEA Analyses

The key findings of the EPRI and IEA analyses—as you have seen—are strikingly
similar. Significant reductions in emissions are possible, but they require funda-
mental technological change. Technology change is slow and requires immediate in-
vestment in RD&D as well as the commitment to deal with regulatory, siting, and
public perception issues.

The methodologies that led to these similar conclusions are quite different:

e Geographic Scope. EPRI’s Prism and MERGE analyses in 2007-8 focused on the
United States. Prism specifically focused even more narrowly on the electric sec-
tor. In contrast, the IEA study provides a global picture with significant detail
for 10 countries.

e Modeling Approach.

—The IEA approach uses a bottoms-up, partial equilibrium approach (ETP-
MARKAL) , and calculates the amount of emissions and technology develop-
ment/deployment costs associated based on specific assumptions about CO»
emissions costs and technology deployment levels. In this sense, the IEA anal-
ysis assumes that certain deployment goals will be met and reflects the con-
sequences of these assumptions.
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—EPRI’s Prism analysis took a similar approach to the IEA analysis. We made
technology deployment assumptions and calculated resulting emissions.

—In contrast, the EPRI MERGE model uses a general equilibrium approach
and calculates the lowest cost combination of technology deployments which
achieve a specified emissions constraint. CO, emission costs, wholesale elec-
tricity production costs, and the economic impact of a CO; constraint on U.S.
GDP are also calculated.

e The emission reduction scenarios are different. The IEA Blue scenario, which
reaches 50% below 2005 levels in 2050, is most directly comparable to the EPRI
MERGE Full Portfolio scenario.

e For the IEA Blue and EPRI Full Portfolio scenarios,

—Electricity production costs in the IEA study for the different technologies
look reasonably comparable to those used in the MERGE analysis.

—For the electricity sector results in the Blue scenario, the IEA global genera-
tion shares (in percentage terms) for each technology in 2050 are comparable,
although somewhat different, to results EPRI has obtained for the U.S. based
on MERGE analysis:

e The nuclear, coal+CCS generation shares are a little lower in the IEA Blue
scenario.

e The gas + CCS, tidal, solar, biomass and biomass + CCS generation shares
are higher in the IEA Blue scenario.

e The IEA study examines the possibility of CCS retrofits. This is particularly im-
portant for rapidly developing countries, which have many relatively new, high-
emitting coal plants. Recent EPRI analyses are exploring the economics and
technical feasibility of CCS retrofits in the US.

Given these methodological differences, we find the results to be both complemen-
tary and reinforcing.

Conclusions and Next Steps—Analysis to Action

One fundamental implication of our work and of the IEA study is very clear—we
must move from analysis to action if we are to deploy this full portfolio of tech-
nologies in a timely and effective manner. EPRI is planning additional action in two
areas:

EPRI Demonstration Projects. EPRI has identified a number of technology dem-
onstration projects that target critical gaps that must be filled to achieve this “Full
Portfolio” of technologies. One project came on-line in February of this year. EPRI,
Alstom and We Energies are testing a 1.7 MWe post-combustion CO2 capture proc-
ess using a chilled ammonia solvent.

In April, EPRI’s Board of Directors approved six larger-scale technology dem-
onstration projects with the intention of accelerating progress towards a low-carbon
future: hyper-efficient electric end-use technologies; smart grids; compressed air en-
ergy storage; pulverized coal (PC) with partial CCS (two alternate capture tech-
nologies); integrated gasification combined cycle (IGCC) with partial CCS, and
lower-cost O2 production. EPRI is currently launching these initiatives with public
and private sector partners as a vital first step to meet the growing demand for elec-
tricity while reducing greenhouse gas emissions.

Global Prism and MERGE analyses. The IEA effort breaks new ground on exam-
ining the technology options for reducing emissions in the so-called ‘G8+5’ (the
Group of Eight developed nations and the five largest emerging economies of the
developing world: China, India, Brazil, South Africa, and Mexico). EPRI is carrying
out a complementary effort to illustrate the global value of advanced electricity tech-
nologies and to add additional technological detail to the MERGE global model so
that we can provide an integrated, but detailed view of the possible implications of
global climate policies. If we are successful at developing and globally deploying the
“Full Portfolio” of low-cost, low-carbon electricity options, we will likely achieve
more benefit for the global climate than would be accomplished through years of
protracted negotiations. Mr. Chairman, this concludes my prepared remarks, and I
look forward to your questions and those of your colleagues. Thank you.

The CHAIRMAN. Thank you for your testimony. Dr. Kopp.
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STATEMENT OF RAYMOND J. KOPP, SENIOR FELLOW AND DI-
RECTOR, CLIMATE POLICY PROGRAM, RESOURCES FOR THE
FUTURE

Mr. Kopp. Thank you, Mr. Chairman, members of the committee.

I'm a Senior Fellow and Director of the Climate and Technology
Policy Program at Resources For The Future, which is a 50+ year-
old resource institution headquartered here in Washington that fo-
cuses on energy, environmental and natural resource issues.

Resources For The Future is both independent and non-partisan.
We neither lobby nor take positions on specific legislative or regu-
latory proposals. However, individual researchers are encouraged
to express their individual opinions and I emphasize the views I'm
going to express today are my own.

IEA’s recent report provides an excellent engineering perspective
on the suite of technologies and scale of deployment needed to
achieve global greenhouse gas concentration targets. The report is
certainly sobering in terms of investment scale.

At the same time, it is reassuring insofar that it identifies a fea-
sible technology and investment path consistent with carbon diox-
ide concentration stabilization. While reaching that target rep-
resents an enormous technical, economic and political challenge,
the IEA report does demonstrate this is not an impossible task.

The most important aspect of the report, in my estimation, is the
focus on the global technology and investment building blocks that
will be similar to attain deep reductions in emissions.

A similar analysis, focused at a country level, would be quite val-
uable and I would encourage the committee to pursue such an as-
sessment for the United States. The analysis should, however, go
beyond IEA’s assessment and address the specific within-country
challenges to the deployment, development and deployment of non-
carbon technology and the public policies required to overcome
those hurdles.

The example of what I mean, let’s consider carbon capture and
sequestration. Capturing and sequestering carbon dioxide emis-
sions from coal-fired power plants is a foundational technology
component of any deep emissions reduction plan.

A carbon price, as well as increased funding on related research,
will be crucial components to successful deployment. However, by
themselves, policies to price carbon and accelerate R&D are un-
likely to be sufficient. Regulations for the storage of carbon dioxide
must be written. Storage sites must be selected. Almost assured
local opposition to storage must be overcome. A vast carbon dioxide
transport infrastructure has got to be sited, financed and con-
structed.

These are country-level policy concerns and therefore not ad-
dressed by the IEA, but are nonetheless substantial barriers to de-
ployment of this technology. A thorough United States assessment
of carbon capture and sequestration deployment would address
these barriers and provide policy solutions.

The same is true for nuclear power. The IEA report suggests that
30 percent of global energy needs could be met with nuclear power,
but such a large expansion of nuclear power would require more
than a carbon price and R&D directed at reactor design.
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Regulatory reactor safety concerns continue to limit public sup-
port for nuclear power. Long-term waste storage hangs over the
head of the industry. Concerns about proliferation are very real
and would be exacerbated by greatly increased growth in spent fuel
reprocessing, and a worldwide lack of skilled engineers is still a
drag on the technology.

These are all barriers that must be addressed by public policies,
in addition to carbon pricing and funding for research and develop-
ment.

The same is true for the deployment of biofuels and I talk about
that in my written testimony. Land use issues are substantial, both
domestically and internationally, and these must be overcome by
policies, in addition to carbon pricing and additional financing for
research and development, and the same holds true for renewables.
Solar, wind, other source renewable technology require great en-
hancements to our existing grid. These are policies that are going
to extend beyond carbon pricing and funding for research and de-
velopment.

If we choose to undertake U.S. studies as suggested, I strongly
encourage that the analysts, as has already been suggested by
members of the committee here, include a careful examination of
the barriers to technology deployment and point out where public
policy is needed to overcome those barriers, and if I might, one last
point, Mr. Chairman.

Achieving the IEA concentration targets requires a lengthy in-
vestment process. Any delay means greater atmospheric concentra-
tions in the coming years. Unfortunately, we do not have a magic
wand and will not will this process to commence. Rather, we must
follow a slow and arduous path to develop and implement the
many public policies, domestic and international, that will remove
barriers and enable investment.

This all suggests that we must buy some badly needed time. For-
tunately, I think we have a very good option. The IEA report ad-
dresses only energy-related carbon dioxide emissions, those coming
from the combustion of fossil fuels. Notably absent is the 15 to 20
percent of global carbon dioxide emissions that come from land use,
most notably deforestation in tropical countries.

While it is widely known that China and the United States are
now the two largest carbon dioxide emitters in the world, it is less
known that the countries ranking third and fourth are Brazil and
Indonesia, primarily due to their carbon dioxide emissions from de-
forestation.

Energy-related carbon dioxide emissions can be reduced with the
deployment of non-carbon energy technologies as IEA has pointed
out. These reductions require large-scale investments and will take
a good deal of time.

In contrast, reducing carbon dioxide emissions by reducing the
rates of deforestation can be accomplished with targeted domestic
policies that alter the economics of land use to make a standing
forest more valuable than alternative uses of the land.

Using the growing international carbon market and the United
States market that might be established under Federal legislation
to monetize the carbon contained in these standing forests will pro-
vide the economic incentives needed to alter land use decisions.
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In principle, such land use decisions could be changed very
quickly, giving rise to rapid reductions in carbon dioxide emissions.
These large-scale reductions in forest-related CO, are surely to be-
come ever more valuable in light of the hard work ahead to achieve
the needed energy-related reductions requiring much longer lead
times.

Thank you, Mr. Chairman.

[The prepared statement of mr. Kopp follows:]

PREPARED STATEMENT OF RAYMOND J. KOPP, SENIOR FELLOW AND DIRECTOR,
CLIMATE PoLICY PROGRAM, RESOURCES FOR THE FUTURE

Thank you, Mr. Chairman, for the opportunity to offer testimony before the com-
mittee about the challenges of meeting future energy needs in the context of global
climate change. I am a senior fellow and director of the Climate Policy Program at
Resources for the Future (RFF), a 56-year-old research institution, headquartered
here in Washington, DC, that focuses on energy, environmental, and natural re-
source issues.

RFF is both independent and nonpartisan, and shares the results of its economic
and policy analyses with members of both parties, environmental and business ad-
vocates, academics, members of the press, and interested citizens. RFF neither lob-
bies nor takes positions on specific legislative or regulatory proposals, although indi-
vidual researchers are encouraged to express their individual opinions, which may
differ from those of other RFF scholars, officers, and directors. I emphasize that the
views I present today are mine alone.

The International Energy Agency’s (IEA) recent report, Energy Technology Per-
spectives 2008: Scenarios and Strategies to 2050, prepared in support of the G8 Plan
of Action, provides an excellent engineering perspective on the suite of technologies
and scale of deployment needed to achieve a concentration target of 450 ppm for
carbon dioxide (CO»). Importantly, the IEA augments the technology information
with economic estimates of cost and required investment.

The report is certainly sobering in terms of investment scale, particularly with re-
spect to investments in research, development, and demonstration (RD&D) and
physical capital. At the same time, it is reassuring insofar as it identifies a feasible
technology and investment path consistent with CO2-concentration stabilization at
450 ppm. While reaching this target represents an enormous technical and economic
challenge, the IEA report demonstrates it is not impossible.

The report reflects a good deal of our collective understanding of the challenges
posed by climate change:

e Most importantly, there is no silver bullet. In addition to conservation, virtually
all of the low-carbon technologies commercially available and those to become
available over the next few decades must be deployed.

e Carbon pricing is crucial to providing incentives for both conservation and tech-
nology development and deployment.

e Governments will be required to greatly enhance spending on RD&D, and to en-
sure the efficiency and efficacy of that spending.

Additionally, the IEA focuses attention on the global technology and investment
building blocks that will be necessary to attain deep reductions in emissions. A simi-
lar analysis focused on the regional and country level would be quite valuable and
I would encourage the committee to pursue such an assessment for the United
States. That analysis should go beyond the IEA assessment, however, and address
the specific within-country challenges to the development and deployment of non-
carbon technologies and the public policies required to overcome those hurdles.

If the technologies addressed in the IEA report are to be deployed at the scale
suggested, removal of barriers to deployment will require a public policy response.
While cost and technical feasibility will be important limiting factors, it would be
unwise to overlook the suite of complementary public policies that must be devel-
oped to address technology-specific barriers. A U.S.-based analysis of technology
roadmaps akin to the IEA report should address specifically these complementary
policies, some of which I've highlighted below. Such policies will be required for the
successful implementation of all the major technologies needed to reach a 450 ppm
target and extend beyond the establishment of a carbon price and the provision of
additional R&D funding.

Carbon capture and sequestration (CCS). Capturing and sequestering CO, emis-
sions from coal-fired power plants and eventually all fossil combustion is a



57

foundational technology component of any emissions reduction plan targeting 450
ppm CO,. A carbon price, as well as greatly increased funding of related research,
development, and deployment, will be crucial components to implementation. How-
ever, by themselves, policies to price carbon and accelerate R&D are unlikely to be
sufficient. Regulations for the storage of CO, must be written, storage sites selected,
almost assured local opposition to storage to overcome, and a vast CO,-transport in-
frastructure sited, financed, and constructed. These are country-level policy concerns
and therefore not addressed by the IEA report, but are nonetheless substantial bar-
riers to the deployment of this technology. A thorough U.S. assessment of CCS
would address these barriers and provide solutions.

Nuclear power. The IEA report suggests that 30 percent of global energy needs
could be met by nuclear power, and in the IEA BLUE scenario, global nuclear power
generation triples. But such a large expansion of nuclear power will require more
than a carbon price and R&D directed to new reactor design, and the issues to be
resolved are substantial. Reactor safety concerns continue to limit public support for
nuclear power. Long-term waste storage hangs over the head of the industry. Con-
cerns of proliferation are very real and would be exacerbated by greatly increased
growth in spent-fuel reprocessing, and a worldwide lack of skilled engineers is a
drag on the expansion of the technology. These are all barriers that must be ad-
dressed by public policies in addition to carbon pricing and R&D.

Bioenergy. Both for purposes of electricity generation and the production of liquid
fuels for transport, bioenergy is essential in the IEA scenarios and is the largest
renewable energy source. Carbon pricing is crucial to the development and deploy-
ment of bioenergy technology and technical innovation has a large role to play, but
several barriers to deployment will remain. Bioenergy will compete worldwide for
land used to produce food and fiber, raising the cost of all three. Accelerated bio-
energy production in the United States can drive local land-use decisions and have
direct impacts—both good and bad—on local rural development. Expanding the pro-
duction of crops for bioenergy can affect U.S. environmental quality, including ad-
verse impacts to biodiversity and water quality, as well as create international chal-
lenges to ecosystems and biodiversity through increased deforestation. Public poli-
cies to address the land-use issues raised by increased bioenergy production in the
United States are just as important to the expansion of this technology as carbon
pricing and R&D.

Wind and solar power. One of the great renewable energy successes is wind-gen-
erated electricity. While it has proven to be an increasingly economical renewable
energy source, it can still benefit from a carbon charge and additional RD&D. How-
ever, wind is generated where the wind blows, not necessarily where you find the
electricity load centers. Transmission thus becomes crucial. The current U.S. grid
is not designed to take full advantage of western or offshore wind resources. There-
fore carefully planned grid expansion will be required for a large-scale increase in
wind-generated electricity. This is likely true for solar as well. A greatly expanded
and improved electricity transmissions grid has been a U.S. priority for at least two
decades; however, given the manner in which we regulate and finance transmission,
very little progress has been made. In addition, intermittency will always be a prob-
lem with wind, meaning the electricity system must be designed to accommodate
intermittency with sufficient reserve capacity, storage, and interconnected systems.

TWO FINAL POINTS

Global demand for energy continues to rise, and over time, the bulk of that in-
crease will come from non-OECD developing countries. Not surprisingly, the major-
ity of the investment in energy-producing and -consuming technologies tracked by
the IEA scenarios must take place in the same non-OECD countries. It is likely that
new low-and no-carbon energy sources (coal with CCS, nuclear, and renewables, for
example) will be more costly than conventional fossil sources. In OECD countries,
we may be willing to bear carbon prices in the range that the IEA predicts in order
to level the playing field between fossil and non-carbon technologies. However, non-
OECD countries that are hard-pressed to afford current fossil technology will be less
willing to bear the same carbon prices or devote scarce resources to subsidizing low-
and no-carbon energy sources—certainly not in the immediate term. The obvious
question unanswered by the IEA report concerns the elements of U.S. foreign policy
(pursued jointly with the other OECD countries) that would lead to the necessary
global deployment of the technology suite.

The last point concerns time. Achieving the IEA scenarios requires the process of
investment in RD&D, conservation, and physical, energy-related capital to begin im-
mediately. Any delay means greater atmospheric concentrations in the coming
years. Unfortunately, we cannot wave a magic wand and will this process to com-
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mence; rather, we must follow a slow and arduous path to develop and implement
the many public policies, domestic and international, that will remove barriers and
enable investment.

We must buy some badly needed time and, fortunately, we have a very good op-
tion. The IEA report addresses only energy-related CO, emissions—that 1s, CO, re-
leased from the combustion of fossil fuels. Notably absent is the 15 to 20 percent
of global CO, emissions that come from land use, most importantly deforestation in
tropical countries. While it is now widely known that China and the United States
are the two largest CO, emitters, it is less well-known that the countries ranking
third and fourth are Brazil and Indonesia, due to widespread deforestation in these
countries.

Fossil-based CO, emissions can be reduced with the deployment of non-carbon
technologies, but as noted by the IEA, these reductions require large-scale invest-
ment and will take a good deal of time. In contrast, reducing CO, emissions by re-
ducing rates of deforestation can be accomplished with targeted domestic policies
that alter the economics of land use to make a standing forest more valuable than
alternative uses of the land. Using the growing international carbon market and the
U.S. market that might come into being to monetize the carbon contained in stand-
ing forests will provide the economic incentives needed to alter land-use decisions.
In principle, such land-use decisions could be changed very quickly, giving rise to
rapid reductions in CO, emissions. These large-scale reductions in forest-related
CO, are sure to become ever more valuable in light of the hard work ahead to
achieve the needed fossil-based reductions requiring much longer lead times.

The CHAIRMAN. OK. Thank you both very much for your testi-
mony.

Let me ask you each a question. Dr. Wilson, EPRI came out with
a study on plug-in hybrids that has been cited pretty broadly.
Could you just give us the short version of what you concluded as
to the barriers that might need to be overcome for us to get wide-
spread use of plug-in hybrids? I know you contemplate that in your
chart here.

Mr. WILSON. Yes, sir. We view the plug-in hybrids—I'll talk
about the opportunity briefly. The opportunity is, No. 1, you can fill
up your gas tank for less than a dollar a gallon at current elec-
tricity rates.

No. 2. The study you're speaking to refers—was done jointly with
NRDC, the Natural Resources Defense Council, and it, I think, is
the most detailed demonstration of the fact that greenhouse gas
emissions will be reduced by going to plug-in hybrid electric vehi-
cles.

No. 3. Reduced oil reliance on foreign oil imports.

Now what are the challenges? The challenges, Number one, are
batteries, trying to get wide-scale deployment and manufacturing
and get the costs down of lithium ion batteries is the first key chal-
lenge. Toyota is introducing a nickel metal hydride version of their
Prius in the near future as a plug-in hybrid, but that is not the
battery of the future. It’s looking toward additional more future
batteries and those are contemplated maybe to be on the market
by 2010. So batteries are one key area.

A second area is the charging and recharging infrastructure.
Now if a plug-in hybrid—

The CHAIRMAN. Let me just ask on that. You say Toyota’s going
to put on the market a nickel metal hydride plug-in hybrid?

Mr. WILSON. They’re working on the Prius now. They're testing
it.

The CHAIRMAN. I see. We were in Japan and went to their test
site and they are testing it, but they indicated they weren’t going
to market it, that they’re not going to market a plug-in hybrid until
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they can do it with a lithium ion battery. Is that different from
your information?

Mr. WILSON. I’'m not entirely sure.

The CHAIRMAN. OK. Yes. Why don’t you check that and let me
know if you find out something different because we were advised
that even though they are testing a nickel metal hydride plug-in
hybrid, they do not intend to market that? They’re going to market
a lithium ion battery hybrid, plug-in hybrid.

Mr. WILsSON. Thank you.

The CHAIRMAN. So go ahead. I'm sorry to interrupt you there.

Mr. WILSON. So getting to the lithium ion is a key challenge.

The second challenge is recharging and for plug-in hybrids, it’s
different than electric vehicles which you needed to fully charge in
order to use them. You can just partially charge them at a low rate.
In fact, I think having that load in the grid is sort of like having
a—is comparable to a dishwasher in terms of the drain as on the
grid. So it’s a very small drain. It’s one which we need to integrate
for a couple reasons.

One is so that we can make efficient use of resources, charging
off peak, providing off-peak rates. The second is that we might be
able to use that storage at some point in the future to help the grid
out, to help use that as a source of electricity in times of need, so
that’s a second major issue.

The CHAIRMAN. All right. Thank you. Dr. Kopp, let me ask you
on your point about deforestation. The emissions trading scheme
that they have in Europe, in that scheme, they do not recognize
carbon credits for avoided deforestation and other land use prac-
tices, and I believe they explain that by saying that they just think
it’s too hard to monitor.

How would you suggest that we solve that problem? Do you
think that their concerned about monitoring it is overblown, or
what do you suggest?

Mr. Kopp. Mr. Chairman, their concern is not overblown. There
are several concerns with developing a deforestation-based carbon
asset. Monitoring is one of them. Leakage is another particular
issue. Permanence is another issue. Of course, you have this fear
that since there is so much carbon dioxide that comes from defor-
estation, that if you allowed that into a carbon market, you might
“flood” the market with these carbon-based assets and in some
sense cause destabilization.

There’s a large body of researchers right now that are working
on particularly those issues. As you know, a lot of the Bali process
and the Bali roadmap, there is a well-defined goal to define mecha-
nisms and procedures that would allow for deforestation credits to
be admitted into the global carbon market. That process is ongoing
right now.

I think I personally have a lot of confidence that we’re going to
overcome all those particular issues, but those are very real issues
right now, and at this point in time, the European Union’s trading
system did not see fit to include deforestation as a viable offset, but
I believe over the next 18 to 24 months, you're going to see a tre-
mendous amount of research that suggests this is going to be a
very viable asset, carbon-originating asset, and one that I think
does buy us the needed time while we try to go through all these
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other processes of engaging other countries to reduce their carbon
emissions, develop the technologies and deal with these other par-
ticular barriers to technology deployment.

The CHAIRMAN. All right. Thank you very much. Senator Ses-
sions.

Senator SESSIONS. With regard to the forests, Dr. Kopp, fun-
damentally, trees that become mature and start dying give back
carbon dioxide and as they die they give back what’s in their cel-
lulose, I guess, but a healthy growing forest sucks out of the atmos-
phere CO,. That’s what it breathes.

Do you think there’s a possibility that we could learn how to
manage our forests and thin our forests to maintain a growing vig-
orous forest, utilize that cellulose and the energy from the sun,
solar and wind sense, to create a sizable portion, a noticeable por-
tion of our energy needs?

Mr. Kopp. Senator Sessions, I think there’s no doubt that en-
hanced management of existing forest stands, both within countries
like the United States and elsewhere, is going to be a component
of managing carbon dioxide portfolios going forward and there’s a
lot of work already underway to think about how we should prop-
erly manage those forests, both those privately held and those in
the public domain.

Senator SESSIONS. I couldn’t agree more. I do think some of the
public forests could be thinned. Fire breaks could be cut. Other
things could be done and that wood, instead of just being thrown
away that may not be legitimate for timber, could be ground,
chipped, and chipped wood is right now, I believe, valuable for en-
ergy. Chipped wood today delivered as far as 50 miles can produced
an energy source that’s cost effective and in our State where you
clear cut a tract of land, you replant the tops and limbs that are
left there, they rot, they emit CO,, where if they could be converted
to energy and it’s easier to replant for the landowner and then you
have a vibrant growing forest, it’s really a drawing in CO,. So I
think there’s great potential here, I really do, and maybe we can
work on it.

I'm very interested also in the plug-in hybrids. I think a lot of
people think that—I mean, this is a solution that goes to carbon
fuel profits. It goes to oil-exporting nations. If we could create a lit-
tle better battery—I'd like you to talk to me a little bit more about
that—you could charge that battery at night and I talked to some-
one who makes a device that could time when you charge a bat-
tery. It wasn’t that expensive, and you said for a dollar, you could
have the equivalent of a tank of gasoline? A dollar’s worth of elec-
tricity could produce a tank of gasoline.

Mr. WILSON. That’s the calculation our people have made.

Senator Sessions. Then, of course, you're looking at if it were nu-
clear-powered electric generation, you’d have zero emissions of CO,
or any global warming gases and we would therefore be able to re-
duce significantly our imports of foreign oil, reduce the wealth
transfer that’s now occurring, and serve environmental needs, also.
Am I off base on that?

Mr. WILSON. Yes, I think you made the points I was trying to
make earlier better than I did. I121Senator Sessions. The thing is
pretty dramatic to me because it seems to me in terms of a major
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breakthrough. Would this be perhaps the closest thing we’ve got to
a breakthrough, a plug-in hybrid?

Mr. WILSON. This one contributor, if you look at our—unfortu-
nately, you’re in a position, we can’t see our slices up there, it’s one
thing out of the many that would reduce emissions, but it’s an im-
portant contributor for the reasons you’ve outlined.

SenatorSESSIONS. Now if you were going to commute—if the bat-
tery would take you 30 miles or 40 miles without having to turn
on your hybrid engine, just the charged battery, the electric car
battery, and you commuted to work less than that, you’d use not
a drop of oil. You could come back at night and recharge your bat-
tery and if you don’t go more than 30-40-50 miles, you may not use
any oil at all.

Mr. WILSON. Yes. One estimate is about 78 percent of people
commute less than 40 miles round trip a day.

Senator SESSIONS. Just think in terms of CO,, even if you're uti-
lizing a mix of power sources and not totally nuclear, is it your
statement that studies have shown that still is an improvement on
CO, emissions to utilize hybrid technology?

Mr. WiLsoN Yes. The EPRI/NRDC study that was released last
July says that the emissions from a plug-in electric hybrid vehicle,
taking electricity solely from an old coal plant, is comparable to a
regular hybrid vehicle today. So if you take electricity from old
coal, new coal, coal renewables, nuclear, hydro and the other—nat-
ural gas and the other resources, then it’s lower.

Senator SESSIONS. If you have a cleaner coal technology as we go
forward and an increase in nuclear power, that would be less, and
then is it not true that nuclear power is a 24-hour-a-day, seven-
day-a-week source of electricity and so you do have times in which
it is particularly valuable at the off-peak hours, 11 p.m. to 5 a.m.
hours?

Mr. WILSON. Yes.

Senator SESSIONS. So if you were drawing on the grid, you would
be drawing as a percentage more nuclear clean energy than if you
were solely drawing it from a coal, old coal plant?

Mr. WiLsON. That’s correct.

Senator SESSIONS. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much. Let me thank both of you
for coming and testifying. I think it’s useful testimony. We’ll in-
clude your full statement in the record and that will conclude our
hearing.

[Whereupon, at 12:02 p.m., the hearing was adjourned.]






APPENDIX

RESPONSES TO ADDITIONAL QUESTIONS

RESPONSES OF KARAN BHATIA TO QUESTIONS FROM SENATOR BINGAMAN

Question 1. You have spoken at length about the need for international collabora-
tion and assistance for clean energy development. How do you suggest that we sup-
port tech transfer between developed and developing countries without placing a
large burden on US companies and US taxpayers?

Answer. Left unaddressed, climate change threatens to impose substantial, long-
term cost burdens on businesses and taxpayers in the United States and elsewhere.
While potentially imposing some near-term costs, the policies recommended in my
testimony to encourage utilization of cleaner energy options in the developing world
would likely be very cost-effective over the long run. Moreover some of those policies
would carry little cost burden even in the near term. For example, ensuring that
the United States pursues sound domestic policies on renewables (including extend-
ing the renewable energy production tax credit), and advising developing countries
on sound energy policies, would not impose substantial costs, and removal of trade
barriers would actually reduce costs, to American businesses or taxpayers.

Similarly, adequate protection of intellectual property rights (IPRs) is an essential
and cost effective means to promote innovation and transfer of advanced cleaner en-
ergy technologies. Companies in technology-intensive industries will continue to be
reluctant to deploy proprietary technology in countries where the risk of losing con-
trol of the technology is not mitigated by strong IPR regimes. By giving innovators
assurance that their technologies will not be illegally expropriated, strong IPR sys-
tems can increase market-based cross-border technology transfers, to the benefit of
both U.S. and foreign innovators.

Additionally, funding mechanisms such as the proposed Clean Technology Fund
should emphasize deployment of new technologies in ways that will bring down
costs so that the cost differential between advanced clean technologies and the tradi-
tional technologies in use today will be reduced significantly, and with it the need
for such taxpayer supported programs. In this regard, as stated in the written testi-
mony, it is essential that mechanisms such as the CTF work effectively with private
sector and export credit agency financing. While GE commends the creation of the
CTF, we are concerned about the practical usability of its financial products espe-
cially for private sector driven projects. We welcome a detailed discussion on this
issue.

Question 2. What policies will incentivize companies such as GE Energy to locate
their production facilities in the U.S.?

Answer. The market for cleaner energy technologies is global. GE currently has
and will continue to have a global supply chain, with manufacturing in the United
States as well as other countries. Policies that support a robust U.S. market for
cleaner energy technologies—particularly the renewable energy production tax cred-
it—support the decision to locate production facilities in the U.S.

Our wind business offers a case in point. The policy-driven growth of wind in the
U.S. has helped GE expand its wind business revenues from less than $1 billion in
2004 to more than $6 billion this year. Since entering the wind industry in 2002,
GE has invested over $700 million in technology, increased its wind turbine produc-
tion six-fold, and tripled its U.S. wind turbine assembly sites. Renewable-energy re-
lated jobs at GE have grown to more than 2,500. These include manufacturing jobs
in Pensacola, FL; Greenville, SC; Salem, VA; Erie, PA and Tehachapi, CA, as well
as non-manufacturing professional jobs at our headquarters in Schenectady, NY.
Last October we announced plans to add 500 more jobs in Schenectady, NY in Wind
Engineering, Project Management, and Services.

GE has also tripled the number of its suppliers, who now account for 2,000 US
jobs and cover 15 states. We have made many long-term agreements with critical
suppliers in states from coast to coast, giving them line-of-sight to our anticipated
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production volume, so that they have the confidence to expand with us. Last Novem-
ber, we celebrated with our suppliers the opening of two new blade supplier manu-
facturing facilities for our 1.5-megawatt turbine in South Dakota and lowa, which
will create approximately 1,250 jobs. These suppliers provide wind components and
subcomponents such as blades, towers, bedplates, nacelles, gearboxes, generators,
pitch and yaw bearings, hub castings, and cables.

GE’s presence in the US wind segment gives us insight into its future growth, and
we see significant job creation potential over the next five years. We estimate that
sustaining a 30% growth rate over the next five years would triple the size of the
U.S. wind industry and associated jobs.

Today, wind turbine manufacturers are struggling with the same global challenge:
obtaining sufficient components from their suppliers to manufacture and assemble
wind turbines. Current bottlenecks in the wind turbine production chain result from
the long lead times associated with mechanical components such as gearboxes and
large bearings.

More investment in the supply chain is needed. The ability to make this invest-
ment—particularly the investment needed from our suppliers themselves—is di-
rectly affected by Federal tax policy. When the wind production tax credit has been
allowed to expire, new installed capacity has dropped dramatically in the following
year, as component suppliers slashed their investments in long term plant and
equipment, scaled back their workforces and reduced their inventories in anticipa-
tion of reduced demand. Then, when Congress renewed the credit (retroactively in
some cases), the key components required to produce wind turbines were in limited
supply. As a result, industry’s ability to add new generating capacity has not been
able to keep pace with demand.

This on-and-off policy scheme has made it difficult for suppliers to make long-term
commitments. Conversely, a more stable long term incentive for wind power would
generate the confidence for suppliers to make the long-term investments in manu-
facturing capability that are needed to assure the availability of critical components.

Failure to extend the renewable tax incentives would also cause the U.S. to forgo
long-term export opportunities. The connection between a stable domestic policy and
a vibrant export sector for renewables is exemplified by Germany, whose incentive
system has created the world’s leading installed base in a country with a moderate
wind resource. Wind power technology is Germany’s second-leading export industry
after automobiles. The adoption of policies that ensure the predictability of incen-
tives for solar and wind energy could support a similarly vibrant export base here
in the United States.

Other forms of national and state policies also can sustain the growth of the U.S.
cleaner energy industry. GE has been supportive of a federal Renewable Portfolio
Standard, and has endorsed the establishment of a cap-and-trade system to control
emissions of greenhouse gases.

Question 3. If a CO, cap and trade program is implemented in the U.S. how do
we keep production facilities here?

Answer. The energy industry is and will continue to be a global industry serving
a global market and with global manufacturing. A U.S. cap and trade program
would provide another policy incentive to support the growth of a domestic market
for cleaner energy technologies, which, as in the case of the renewable energy PTC,
will support decisions to locate production facilities in the U.S. Particularly in the
case of large or bulky components there are advantages to locating production close
to the markets where the technology is to be deployed.

RESPONSES OF KARAN BHATIA TO QUESTIONS FROM SENATOR DOMENICI

We all recognize that renewable energy must be part of the solution to meet ever
increasing global energy demands while also addressing CO, emissions. However,
setting goals and targets is quite a different thing than actually accomplishing
them. I understand that there is a significant backlog of renewable energy projects
that are unable to transmit their energy to the grid. The fact is that with only a
6.8% growth in total transmission line miles since 1996, our nation’s infrastructure
development is simply not keeping pace with system demands.

Question 1. Do you agree that one of the major obstacles to the development of
renewable energy is the lack of available transmission capacity to bring alternative
energy resources online? In EPAct 2005, Congress sought to address transmission
siting in general through the use of National Interest Electric Transmission Cor-
ridors in areas of severe congestion. Is additional federal authority needed to ensure
the necessary transmission infrastructure?

Answer. GE agrees that the lack of transmission to bring electricity generated by
renewable resources to locations where it is needed is a major impediment to great-



65

er use of the nation’s abundant renewable resources. Many of the nation’s most
promising wind resources are located in relatively remote areas where there is little
or no transmission access. In other areas, congestion on the existing grid also may
limit opportunities to deliver wind-generated electricity to the areas where elec-
tricity is consumed.

For renewable energy to reach its full potential, transmission issues must be
solved so that location-constrained resources may be brought online. In some areas
this may require expansion of the grid. In other areas, this may require regulatory
policies to assure that wind resources have access to the grid.

Further investment in transmission lines is essential for large-scale wind installa-
tions to be built. Congress is to be commended for providing important incentives
for transmission investment in the Energy Policy Act of 2005. Going forward, it will
be important to implement fully the many EPAct 2005 transmission-related authori-
ties, including: authority for the Department of Energy to coordinate transmission
planning by Federal agencies; the requirements for the designation of energy cor-
ridors on Federal lands; and the identification of National Interest Electric Trans-
mission Corridors where new transmission is needed.

Consistent with the focus of EPAct 2005 on advanced transmission technologies
and with the smart grid provisions of the Energy Independence and Security Act
of 2007, GE is working to develop and deploy innovative technologies to increase the
capacity and efficiency of the existing transmission grid. GE also is working to en-
hance the ability of wind energy to contribute to the stability of the power grid. GE’s
wind turbines support both grid voltage and grid frequency stability during normal
operations, and even contribute to grid voltage regulation if no wind is present
(“WindFree Var” technology). Recent grid integration technologies have focused on
making wind power plants more robust during grid failures. Similar to conventional
power generation equipment, modern wind plants stay connected to the utility grid
and help the grid recover from short-term disturbances in a controlled manner
(“Low/Zero Voltage Ride Through” technology).

Question 2. We often hear the costs of carbon reduction expressed as a fraction
of GDP. In the Energy Technology Perspectives report, for example, the cost of car-
bon reduction is projected to be between 0.4% and 1.1% of global GDP.

How uniformly do you think these costs will be distributed across the global econ-
omy? Will some economic segments bear disproportionate costs and how can we
manage these disparities?

Answer. All economies will be challenged by the costs of cutting carbon emissions.
Without knowing what policy framework will be in place and the scale of the carbon
reductions that will be required, it is difficult to estimate the distribution of the
costs of advanced cleaner energy technologies. The concern that developing countries
will be unable or unwilling to bear the cost burden for deploying advanced cleaner
energy technologies underlies proposals for multilateral technology deployment
funds. These funds or other incentive mechanisms offer one way to manage the dis-
parities in economic impacts of carbon reduction policies.

Question 3. In the U.S. we have implemented a number of incentives and risk
mitigation vehicles for clean energy sources including renewable and nuclear en-
ergy. In the Energy Policy Act of 2005 we provided tax incentives and loan guaran-
tees. Earlier this year I also introduced the Clean Energy Investment Bank Act of
2008.

How important do you think these strategies are for fostering the development of
low emission technologies domestically and do they provide a model that can be
adopted internationally?

Answer. Policies to stimulate the growth of domestic markets for cleaner energy
technologies are very important to spur technology investment and innovation. The
initiatives included in the Energy Policy Act of 2005—extension and expansion of
the renewable energy production tax credit, solar investment tax credits, investment
tax credits for integrated gasification combined cycle and other advanced coal
projects; loan guarantees for innovative technologies; and risk insurance for the first
new nuclear power plants—all are important contributors to the development of a
strong domestic market for cleaner energy technologies. The U.S. industry is re-
sponding to these policy initiatives with investment in research, development, dem-
onstration and technology deployment.

Successful U.S. policy initiatives such as the renewable energy production tax
credit provide an important model that can be adopted internationally. The PTC has
worked well in the U.S., and at a cost that has not placed an undue burden on U.S.
consumers.

Not all types of incentives work equally well, however, and the type of incentive
needs to be tailored to the maturity of the technology. A production-based incentive
that appropriately rewards advancements in technology and capability, such as the
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PTC, is appropriate for a more mature technology such as wind. But for other tech-
nologies, such as solar, where substantial research and development is needed, tax
incentives may more appropriately be investment-based rather than production-
based. Also, financial incentives must be coupled with government-sponsored re-
search and development programs until solar and other emerging clean energy tech-
no%og@es reach sufficient maturity to be near price competitive with traditional tech-
nologies.

RESPONSES OF NEIL HIRST TO QUESTIONS FROM SENATOR BINGAMAN

Question 1. CCS: Overall, this was a very thought-provoking report, particularly
in the scope and scale of both the problem of reducing CO2 emissions and the solu-
tion for rapid deployment of clean energy technologies. The scale is fairly daunting.
In particular, the report calls for significant investments in the area of dem-
onstrating and deploying carbon capture and sequestration technologies for substan-
tial CO, emission reductions. The ACT scenario calls for 20 large-scale demonstra-
tion projects by 2020, with a CO, price of at least $50/ton to make CCS economically
competitive. We have been working, here in the US, to develop and demonstrate
CCS technologies at scale, but it is difficult to overcome financial, regulatory, and
liability-related issues. These remain as significant obstacles in the path of rapid
deployment. I would consider the US to be a world leader in this area of technology
development despite those hurdles. As it is difficult to deploy on our own soil, the
prospect of developing the technology abroad is quite daunting. I have particular
concerns with China and India adopting this technology when they currently strug-
gle to afford higher efficiency coal plants. How do you see CCS moving forward
given these hurdles, and what can be done to diffuse the technology into the devel-
oping world?

Who should be coordinating the global development and deployment of CCS tech-
nologies? Should it be the US or the EU? If not, who? Additionally, the economic
costs for deployment are quite high according to your report. Who will pay the lion’s
share of these costs? Should the American taxpayer be expected to foot the bill for
a technology that needs to be deployed in non-OECD nations? And finally, if we find
that CCS is not feasible due to costs, safety, or any other reason—what are our op-
tions? CCS is a significant portion of your clean energy technology solution—should
it not become a commercially deployable technology, then what?

Answer. Given the importance of CCS, the deployment of CCS technologies should
be through a multi-country effort in order to minimise costs and delays. The EU and
the United States have a major role to play, with perhaps 10-15 of the 20 dem-
onstration projects we think necessary being potentially being led by these two.
Demonstration in the +5 countries is also necessary, probably with technology sup-
port from G8 countries. There should be a co-ordination amongst the countries in-
volved in the CCS deployment, which could be through an international group,
working with the IEA that would build on the momentum created by the IEAGHG
and the CSLF.

The issue of burden sharing in terms of costs was not covered in the ETP 2008
analysis for CCS demonstration and hence we are not able to give you an opinion
on your question about who will bear the lions share of the costs and what role
American taxpayers will have in that process. It should be noted though, that not
all arrangements would lead to CCS costs being borne by the taxpayer once deploy-
ment begins. A number of schemes, such as the European Emissions Trading
Scheme, have been proposed where the CO, price would provide the incentive to de-
ploy CCS. For non-OECD nations, including CCS within the CDM is a priority.
Early developers of this technology would be well placed to sell into the very large
global market for CCS that we see in the BLUE scenario.

Under our “BLUE no CCS” scenario emissions halving by 2050 would not be
achieved if we left the CO, reduction incentive at USD 200/t CO,. Emissions would
fall to only 20.4Gt vs. 14Gt under the BLUE Map scenario. The share of renewables
in power generation would need to increase from 45% to 63% and nuclear would rise
from 23% to 25%. Alternatively, we estimated that trying to reach the BLUE Maps
50% reduction would require a near doubling of the marginal cost of CO, saved.
CCS therefore seems to be a particularly important option for deep emissions cut
scenarios.

Question 2. Given the recent increases in oil and other fossil fuel prices can you
speak on how some of the assumptions and timelines in the report may have
changed? For example, in this country, with gasoline topping $4/gallon we have seen
a %grlliﬁcant and rapid shift in consumer behavior towards hybrid and fuel efficient
vehicles.
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Answer. We have not done this analysis, but see two possible effects based on the
evolution of our projections over the last three years as prices have increased. First,
is that more efficiency does occur, but this is modest and is likely to be more than
outweighed at the global level by the second effect, which is a shift to coal in indus-
try and electricity generation, as well as more CO, intensive liquid fuels (tar sands,
coal to liquids etc).

Question 3. Looking at the 17 key energy technologies profiled, I am surprised
that you have not listed geothermal, specifically enhanced geothermal energy. MIT
put out a report on geothermal energy that concluded that it would be affordable
to generate 100 GW or more by 2050 in the United States alone, for a maximum
investment of 1 billion US dollars in research and development over 15 years. Why
do you not project greater growth in the geothermal energy development sector?

Answer. We believe that geothermal is an important technology. In terms of elec-
tricity generation, it increases 20-fold in the BLUE scenario from 2005 to 2050, but
from a very low level (Page 85). At a global level in the scenarios, it is competing
with CCS, nuclear, wind, solar etc to decarbonize electricity generation. The 17 tech-
nologies were chosen based on those that contributed the most to CO, reductions.
Although geothermal is an important technology our analysis showed that it had a
smaller contribution globally than the other technologies listed.

Question 4. In your report, you state there are some challenges to future deploy-
ment of geothermal energy—but the fact of the matter is that this is an off the shelf
technology that has been commercially available in some capacity for at least a dec-
ade. With that in mind, why did the authors feel that other technologies were more
viable, such as fuel cell technology, that are really still in the R&D stage? It seems
that there should be more emphasis on the potential for broad deployment of geo-
thermal technology.

Answer. Conventional geothermal in areas of geothermal activity is tried and test-
ed, but enhanced geothermal which is applicable much more widely needs more de-
velopment and current cost estimates are higher than for other alternatives in many
cases. Geothermal is mainly for electricity generation, while fuel cells are predomi-
nately for use in transport, so the two technologies do not compete directly. The dif-
ficulty of decarbonising the transport sector means that this sector potentially needs
technologies that are not yet commercially available.

Question 5. Efficiency plays a large role in this report in reducing emissions, and
several other reports have also discuss the large gains that can be made at negative
costs with efficiency measures. However, we have not been very successful in de-
ploying efficiency technologies and measures in this country. Could you talk a bit
on what programs and policies have been successfully in other countries?

Answer. We would have to say that no one country sets a perfect example across
all energy efficiency areas. However, many countries or regions target particular
areas of energy efficiency very well. To generalize, the most energy efficient econo-
mies usually have a history of a blend of rigorously applied energy efficiency poli-
cies, relatively high energy prices (but not bills) and core technical competences in
the delivery of energy efficient services. While no single economy has yet applied
all available best practice energy-efficiency policies, the most efficient economies
typically include many of the following policies:

e Stringent mandatory performance requirements and labelling for appliances
commercial and industrial equipment as well as building energy codes for new
buildings and major refurbishments. Including, investment in regulatory com-
pliance infrastructure to ensure mandatory provisions are respected.

e Ambitious fuel economy performance requirements and labeling for light and
heavy road vehicles

e Capacity building measures in energy efficiency delivery.

e Ambitious utility energy efficiency resource standards or similar delivery mech-
anisms.

o Effective fiscal and financial incentives and funding mechanisms to encourage
energy efficiency in all usage sectors.

e Large-scale and significant energy-management incentives and requirements, as
well as awareness raising activities.

e Targeted measures to address economic split-incentive barriers to energy effi-
ciency such as the “landlord-tenant problem”.

e Incentives for the development and operation of pubic transport networks that
enable travel-mode shifting away from private vehicles and facilitate higher
urban densities.

Collectively the appropriate blend of policies can be set out through the develop-
ment of detailed national and regional energy efficiency action plans and effective
implementation ensured via in-depth monitoring and evaluation efforts. Some exam-
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ples of the above policies are discussed in Energy Policies of IEA Countries—2006
Review.

Question 6. What are the most promising new energy efficiency technologies for
buildings -both in the G-8 and in developing countries?

Answer. The buildings sector is interesting in that it relies the most on existing
technologies. They are “new” in that they are not widely deployed today, either be-
cause they are costly, or due to a number of barriers to uptake that affect so many
energy efficiency options. The most important technologies are those to improve the
building envelope to very low energy consumption “passive house” levels (double
glazing with inert gases, greater insulation, “tighter” and smarter building design
etc), as well as energy efficiency in appliances (including air conditioners), highly
efficient heat pumps for space and water heating, solar thermal hot-water heating,
more efficient lighting (including LEDs), solar photovoltaics and the use of sustain-
able bioenergy for heating and cooking. (See Chapter 17 and Annex D of ETP 2008
for a more extensive list of Buildings sector technologies and also “Promoting En-
ergy Efficiency investments: Case Studies in the Residential Sector”, IEA 2008).

Question 7. What are the barriers to further acceptance of these technologies and
how can we meet them?

Answer. Barriers to the uptake of low-carbon and energy efficiency options are
many. A variety of market barriers inhibit energy efficiency improvements. They
take many forms, ranging from higher initial costs, inadequate access to capital, iso-
lation from price signals, information asymmetry, and split-incentives. The Energy
Technology Perspectives 2008 deals mainly with technology policy recommendations.
Helping overcome these barriers requires deployment programmes and an incentive
to reduce CO, emissions. The IEA undertakes extensive policy analysis of the bar-
riers to energy efficiency, recent reports include “Mind the Gap: Quantifying Prin-
cipal-Agent Problems in Energy Efficiency” and “Promoting Energy Efficiency In-
vestments”. It is a complicated topic, but getting it right is essential to achieving
low-cost CO, emission reductions.

Question 8. One thing that comes to mind looking at the annual infrastructure
growth numbers in the both the ACT and BLUE scenarios is how are we going to
support this level of growth in terms of production capacity, commodities and skilled
labor supply?

Answer. The annual infrastructure capacity additions presented for electricity
generation are annual averages for the period 2010 to 2050. These, in the case of
the emerging options and nuclear, start out low and then increase over time. This
is an attractive opportunity for industry and they are likely to be able to have the
time to ramp up capacity in manufacturing and labor skills to meet the growth of
these markets. However, to have the confidence to make these investments and
avoid bottlenecks, industry will need a clear signal that there is a long-term market
for their products. A policy framework that provides a long-term incentive to reduce
CO; emissions is therefore important.

Access to a skilled labor force is becoming a significant concern for all sectors as
the skilled workforce ages and birth rates in some countries have stagnated. Addi-
tionally, the growth of skilled engineers and scientists appears to be strongest in
developing nations such as China and India. (See also “PISA 2006 Science Com-
petencies for Tomorrow’s World”, OECD 2007).

Question 9. Does the IEA have any plans to do a regional or country level analysis
of energy technology pathways? In your opinion, what technologies hold the most
promise for the United States?

Answer. Energy Technology Perspectives 2008 provides a first attempt at looking
in detail at the transition required to meet the ACT and BLUE scenarios. We hope
to expand upon this analysis of technology roadmaps in the future if our member
countries are interested in us pursuing this analysis. We have not undertaken any
country level analysis of the technology roadmaps. However, having said that, all
17 roadmaps included in Energy Technology Perspectives 2008 are likely to be rel-
evant to the United States given your size, geographical diversity, manufacturing
and industrial base, and current energy system. (See also “Energy Policies of the
United States: 2007 Review”, IEA 2007)

Question 10. As I mentioned in my opening statement, it is the 20th anniversary
this week of James Hansen’s ground-breaking testimony on global warming. This
week he made the statement that it is inevitable that CO, from oil is going to get
into the atmosphere because we’re not going to be able to tell Saudi Arabia and Rus-
sia not to sell their oil. The best that we can do is to phase out all coal use by 2030
except at those plants fitted with CCS. Have you considered the difficulties in phas-
ing out oil use in those countries which produce so much?

Answer. No. Our scenario analysis is based on meeting the goal of a 50% reduc-
tion in CO, emissions below today’s level in 2050 at least cost. Currently, the world
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is dependant on liquid fuels from oil for transport. Our analysis suggests that to
reduce the global use of oil below today’s level is very challenging and potentially
expensive. In our 50% reduction case global oil demand is 25% below current levels,
but this means that oil is still one of the main sources of energy supply.

Question 11. In your report, you do not really address non-technology driven car-
bon sequestration, such as smart agricultural and forestry management practices—
has your agency given any consideration to these as viable options for CO, emis-
sions reductions?

Answer. Our analysis is restricted to CO, and methane emissions from the energy
sector, around 60% of GHG emissions (depending on the data). Agriculture and for-
estry issues are outside our area of expertise and so we have left this analysis to
others who are more competent. What is clear is that these will also have to be ad-
dressed if the goal of stabilizing CO, concentrations in the atmosphere is to be
achieved. (See also “Environmental Performance of Agriculture in OECD Countries
since 1990”, OECD 2008).

Question 12. In the report, heat pump technologies are presented in one of your
roadmap scenarios—are you referring primarily to geothermal heat pumps, air-
source or water-source heat pumps? What is your breakdown in the percentage of
each of these down the road? In other words, is there one type of heat pump tech-
nology that is more readily deployable for broad application? If these are geothermal
heat pumps, that would put a greater emphasis on geothermal energy technologies.

Answer. We believe a mix of heat pump technologies will be used. Ground-source
or geothermal heat pumps are significantly more expensive than air-to-air heat
pumps due to the need to install a ground loop. Given the recent improvement in
the operating parameters of air-to-air heat pumps we believe that these will take
the lion’s share of the global market. However, in cold-climate countries, geothermal
heat pumps are likely to maintain significant market share, as their improved effi-
ciency when operating in low temperature environments will mean they are more
economic (depending on the relative prices of heating fuels and electricity).

RESPONSES OF NEIL HIRST TO QUESTIONS FROM SENATOR DOMENICI

The Energy Technology Perspectives report describes a number of CO, emission
reduction scenarios based on modelling of the global economy.

Question 1. How well do you think these models reflect the particular realities of
the U.S. economy? Are there certain technological options that the U.S. might not
benefit from or, alternatively, might receive greater benefit from?

Answer. The TEA model 1s a 15 region global model, supplemented by individual
country models in some cases. The United States is not currently separated out in
the model. However, we worked with individual country MARKAL modellers from
the IEA’s implementing agreement “Energy Technology Systems Analysis Pro-
gramme” to gain insights into individual country results under the ACT and BLUE
scenarios. From the United States, we worked with Brookhaven National Labora-
tory’s MARKAL team. As previously mentioned, all 17 technologies for which we
made roadmaps are likely to be relevant to the United States.

Question 2. As I mentioned in my opening statement, under the most aggressive
scenarios to reduce CO, emissions by 50% in the Energy Technology Perspectives
report, you predict that global oil consumption will still be at 60-70 million barrels
a day even in 2050. That is less than current consumption but you know that OPEC
supply is roughly the same as today and that supply from other sources is reduced.

Can you explain the features of your modelling that results in OPEC production
being at the same levels in 2050 as they are today?

Answer. OPEC countries are projected to continue to be the least-cost oil pro-
ducers into the conceivable future. From an economic perspective, they are likely to
be the most competitive oil producers and therefore likely to supply the majority of
oill indthe future, as the lower-cost conventional oil reserves outside OPEC are de-
pleted.

Question 3. You testified that in order to meet global energy demand while also
addressing global climate change issues, we must maintain annual hydropower ca-
pacity additions at today’s level.

What is today’s level of annual hydro capacity additions? According to the Depart-
ment of Energy, there are 5,677 sites in the U.S. with undeveloped capacity of about
30,000 MW. Shouldn’t we be trying to develop as much as this capacity as possible?
Some environmental groups have long sought the removal of hydropower dams.
Wouldn't such actions be counterproductive to addressing global climate change?

Answer. At a global level, around 12 GW (12 000 MW) of new hydro capacity has
been added annually in recent years, including increases in capacity in existing
hydro systems. Many of the low-cost options for additional capacity will come from
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increasing the capacity of existing hydro systems. As with many renewables, there
is an environmental trade-off between existing eco-systems and the development of
new hydro dams. This is very much a national issue and a transparent process for
assessment of the costs and benefits, both national and potentially global when we
consider the CO, savings, is important to the acceptability of permitting any new
electricity generation plant.

RESPONSES OF NEIL HIRST TO QUESTIONS FROM SENATOR MURKOWSKI

Question 1. In this country there is considerable desire by environmental groups,
not to meet the minimum recommendations of the IPCC for 50% carbon emission
reductions by 2050, but to require considerably higher reductions of at least 70%
and preferably above 80% by that date. From your research do you have any esti-
mates what it would cost the global economy or the U.S. specifically to reduce emis-
sions by 80% by 2050 and do you believe that such a level of reduction is achievable
given current and pending technology?

Answer. We have not done any scenario analysis around a more stringent target
than the 50% global reduction in the BLUE scenario. For more ambitious goals, the
costs and uncertainty would be higher than in BLUE. A 50% global reduction would
imply a considerably greater reduction in the US, bearing in mind the rapid growth
rates of major developing countries.

Question 2. From the IEA’s research, do you have an opinion on whether a carbon
tax or a carbon “cap and trade” emissions system would be more economically ad-
vantageous to produce emission reductions? Is there a discernible consensus in for-
eign nations and to what approach is most acceptable to reducing carbon worldwide?

Answer. In theory, with perfect information, both a carbon tax and emissions
trading ought to have the same impact, for an identical price of carbon. However,
in the real world where uncertainty is the norm, the two approaches have different
qualities. A carbon tax provides certainty on price, but not the quantity of emissions
saved, while emissions trading provides certainty about the emissions saving, but
not the price to achieve it. As there is less certainty on the quantity saved with a
carbon tax, the preference of the majority of IEA countries has been for “quantity-
based” approaches, i.e. emission reduction goals and emissions trading, due to the
nature of the risks of missing emissions targets. This provides the certainty that
policy-makers in the IEA region are demanding on climate change. All countries
that are members of the IEA have either implemented, or are beginning the process
o}f1 ir%pslementing emissions trading—at the local level if not the national level as in
the .

In practice, not all sectors are amenable to emission caps because of administra-
tive and transaction cost, so another form of price signal may be appropriate in
those cases. A tax on carbon emissions would help for some of these end-uses.
Where market failures exist at the end-use, e.g., in rental apartments where land-
lords and tenants have objectives, the IEA has demonstrated that other regulatory
measures are effective and lowest cost policy approach in these special cir-
cumstances.

With respect to non-IEA member countries, in particular the rapidly emerging in-
dustrialized economies like China and India, we would note that they are the most
active participants in the CDM market as sellers. While they clearly have concerns
about assuming binding obligations that may inhibit their economic development,
their enthusiasm for CDM is consistent with a growing comfort with market based
approaches to climate protection.

RESPONSES OF NEIL HIRST TO QUESTIONS FROM SENATOR BUNNING

Question 1. In your testimony you said worldwide government R&D spending on
energy technology has been cut in half in the last 25 years. Of the $10 billion gov-
ernments did spend last year, $8 billion came from the United States and Japan.
Many of my colleagues insist that the United States be a leader in addressing cli-
mate change. Would you agree that our leadership in federal support for energy
technologies in the last 25 years has not been followed? Do you believe these coun-
tries who have failed to follow our lead in spending, would voluntary harm their
own economies to follow our lead with climate change legislation?

Answer. In real terms (real USD 2006), United States government spending on
energy related R&D peaked in 1979 at around USD 8.5 billion, before declining to
USD 2.4 billion in 1997. This trend is broadly replicated in all IEA countries. How-
ever, in recent years the trend has been slightly upward in the United States and
other IEA countries. Our scenarios show that this investment in public sector R&D
needs to grow significantly if the goals in the ACT and BLUE scenarios are to be
met. Only time will tell what agreement is reached at an international level on post-
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Kyoto goals, but countries will no doubt take into account the costs and benefits of
taking action to address climate change.

Question 2. Mr. Hirst, in your first diagram you outline a plan to cut carbon emis-
sions in half. Nearly 30% of that reduction comes from carbon capture and seques-
tration and improved efficiencies at power plants. When such a large chunk of emis-
sions reduction could come from helping coal adopt new technologies, would you
agree with me that comprehensive government incentives for coal are necessary?

Answer. CCS which allows coal to be used in a CO, constrained world, is certainly
a key technology that needs support. Energy Technology Perspectives 2008 outlines
a hybrid policy approach to meeting the goals of the BLUE scenario. Firstly, a sta-
ble long-term incentive system to reduce CO, emissions needs to be put in place to
put a value on saving CO,. CCS will never be widely adopted without this. Secondly,
due to the long-term nature of the problems and the goals, significant deployment
programmes need to be in place to help bring down the costs of promising tech-
nologies, including CCS, and ensure the uptake of energy efficiency options. To get
this process started, investment in R&D and demonstration is also required. We
have called for a commitment to 20 CCS demonstration plants around the world by
2010. National governments will need to ensure that this happens. Depending on
the approach taken, the financing of these demonstration plants will be a matter
folr negotiation between government’s and the potential builders and owners of these
plants.

Question 3. Mr. Hirst, you also discuss how important it is to extend the produc-
tion tax credit for wind energy. If in 30 years of government support wind energy
still needs a generous tax credit for companies to make money, what can America
hope to achieve by throwing billions of dollars more at this technology? Does it make
sense to continue to provide generous incentives to one technology while providing
only modest support for the others—like advanced clean coal and nuclear energy—
that are substantial parts of your emissions reduction plan?

Answer. As already discussed, we believe a hybrid policy approach that covers
R&D and demonstration, deployment and an overall CO,reduction incentive is nec-
essary to achieve the ACT and BLUE goals. This approach will be required to vary-
ing degrees for most of the 17 key technologies we have identified. National policies
will have to take into account local resource availability, technical expertise, current
energy system etc. For example, wind is now economical in many parts of the world
in excellent wind sites and depending on local fuel prices. However, additional de-
ployment policies, particularly for offshore wind, are important at a global level. De-
ployment policies help to lower costs through “learning by doing”, large-scale deploy-
ment should come once the costs have come down sufficiently not to make the over-
all programme costs too onerous.

RESPONSES OF ToM WILSON TO QUESTIONS FROM SENATOR BINGAMAN

Question 1. Given the recent increases in oil and other fossil fuel prices can you
speak on how some of the assumptions and timelines in your analyses may have
changed? For example, in this country, with gasoline topping $4/gallon we have seen
a iigrlliﬁcant and rapid shift in consumer behavior towards hybrid and fuel efficient
vehicles.

Answer. The EPRI Prism analysis which was submitted as part of our written tes-
timony assesses the technical potential of a wide range of technologies to reduce
CO; emissions. In particular, we estimated the annual CO, reductions if plug-in hy-
brids comprised 10% of new light duty vehicle sales by 2017 and 33% by 2030. We
did not analyze the economics of this market penetration in our submission. How-
ever, we do believe that the cost-effectiveness of the plug-in hybrid will improve as
the gasoline price rises, and greater CO, reductions will likely result.

Question 2. The IEA report cites public/private partnerships and industry leader-
ship as key to technology demonstration and deployment. It also cites international
collaboration as being key. EPRI has been an excellent example of industry driven
leadership on energy R&D within the U.S. Could a similar organization be set up
or expanded from EPRI that is a global consortium?

Answer. We agree with the IEA that public/private partnerships and industry
leadership are critical to technology demonstration and deployment. The inter-
national dimension of this RD&D challenge is critical. Although EPRI was initially
funded by US companies, EPRI now has members in 40 countries, with non-US
members providing 20% of our research budget. Our nuclear programs are truly
global, while non-US funding of our fossil generation research has grown dramati-
cally in the last three years. Our current plans call for one of our initial demonstra-
tion projects of CO, capture and storage to be located in Europe.
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Question 3. The IEA ETP 2008 report sites decarbonizing the transportation sec-
tor as one of the most difficult and expensive options for CO, reduction. Do you
agree with this assessment? Do you have rough timelines for plug-in hybrid and EV
penetration into the U.S. and global markets?

Answer. Yes. We agree that decarbonizing the transportation sector will be dif-
ficult. Expanded use of plug-in hybrid electric vehicles—fueled by increasingly
lowcarbon electricity sources—provides another option for decarbonizing the trans-
portation sector. At present, plug-in hybrid technology has tremendous momentum,
with GM, Ford, Toyota and others vying to be either first to market or “best to mar-
ket”. The forces driving this interest—pressures to reduce petroleum dependency
and the high cost of fuel and to address climate change—all point in the direction
of PHEV technology deployments in the years ahead.

Question 4. Dr. Wilson, you stated during the hearing that Toyota plans to market
its plug-in hybrid electric vehicles soon. Will these first vehicles marketed use a
NiMH battery pack or Li-ion?

Answer. To the best of our knowledge, all of the major automotive manufacturers
in the U.S. market that are developing plug-in hybrid or electric vehicle technology
are likely to use energy storage systems based on lithium ion battery technology.

The nickel metal hydride battery has been the enabling technology of today’s
highly successful hybrid electric vehicles from Toyota, Ford, GM, Honda, and others.
However, lithium 1on batteries can store much more energy in a smaller, lighter
package and this is critical to automotive designers, especially for plug-in hybrids.
Furthermore, the potential for improvement in lithium ion battery systems is far
greater—it is essentially a family of battery chemistries containing a wide variety
of different designs suited for different purposes.

Over the next several years, it is highly likely that lithium ion battery systems
will occupy a much greater share of the market in all electric-drive vehicles: hybrid,
plug-in hybrid, and battery electric vehicles.

RESPONSES OF ToM WILSON TO QUESTIONS FROM SENATOR DOMENICI

We all recognize that renewable energy must be part of the solution to meet ever
increasing global energy demands while also addressing CO2 emissions. However,
setting goals and targets is quite a different thing than actually accomplishing
them. I understand that there is a significant backlog of renewable energy projects
that are unable to transmit their energy to the grid. The fact is that with only a
6.8% growth in total transmission line miles since 1996, our nation’s infrastructure
development is simply not keeping pace with system demands.

Question 1. Do you agree that one of the major obstacles to the development of
renewable energy is the lack of available transmission capacity to bring alternative
energy resources online? In EPAct 2005, Congress sought to address transmission
siting in general through the use of National Interest Electric Transmission Cor-
ridors in areas of severe congestion. Is additional federal authority needed to ensure
the necessary transmission infrastructure?

Answer. The lack of available transmission capacity is a major obstacle to the de-
ployment of renewable energy. We currently have unprecedented demand for new
transmission related to wind. There are big problems building needed transmission
across the country. Examples include crossing Arizona, getting into New York City,
into California from the northwest, Idaho to Chicago, into Michigan from the south,
etc. These and other examples are documented in the National Transmission Grid
Study, 2002. It is important to note that the 2002 study was produced before today’s
huge amount of wind coming into the queue in several regions of the country. In
addition to new transmission, we need to also look into technologies that will allow
us to much more effectively use existing and new transmission corridors, such as,
higher voltage transmission lines, HVDC lines, advanced conductors, compact line
design, and other technologies and practices.

Question 2. In the Energy Technology Perspectives report electric vehicles are
only seen as a significant contributor to CO2 reductions under the most aggressive
reduction scenarios.

What role do you see electric vehicles playing in domestic U.S. emission reduction
efforts? What is the current status of electric vehicle technology and infrastructure
development?

Answer. Last year, EPRI completed a comprehensive nationwide air quality and
greenhouse gas assessment in cooperation with the Natural Resources Defense
Council. We used the most sophisticated modeling tools available in order to under-
stand, as closely as possible, what the electricity system’s response to PHEVs will
be in terms of which plants will be dispatched to generate the charging energy,
what the net changes to emissions will be in the electricity and transportation sec-
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tors, and how the emissions will react chemically in the atmosphere to affect air
quality and greenhouse gas emissions. Under nearly any foreseeable scenario, elec-
tricity is a low-carbon fuel, compared with gasoline and diesel. A PHEV charged by
the most carbon-intensive generating plants is essentially equal to a conventional
hybrid in terms of total greenhouse gas emissions. When you actually look at utili-
ties’ responses with respect to new generation, the increased regional requirements
for renewables, and expected responses to future carbon constraints, the GHG re-
ductions are considerable.

Electric vehicle technology is improving rapidly, although large scale commer-
cialization of electric-drive vehicles is still difficult. Most of the fundamental tech-
nologies required for electric vehicles (EVs) and PHEVs, like motors and electric ac-
cessories, have been developed and commercially deployed in hybrid electric vehicles
from a number of automotive manufacturers. However, powerful electric motors are
still expensive, and the large ‘energy’ batteries required for EVs and PHEVs have
not been produced in commercial quantities and the ability of these batteries to sat-
isfy warrantee durability requirements has not been established. Automakers,
EPRI, the DOE, and other organizations are performing the research to demonstrate
the durability of the battery technology, but the work is still ongoing.

The infrastructure to support PHEVs is in place for initial vehicle deployments.
PHEVs were designed with the lessons learned from difficulties in the attempt at
EV commercialization in the mid-90’s, so the amount of electrical energy on board
was limited so that a PHEV could be charged overnight from a standard 120V wall
plug. This means that a PHEV is equivalent to about 3 large-screen TVs, or a wall-
mount air conditioner. As the number of PHEVs increases and as EVs are intro-
duced into the market, infrastructure improvements will be required to: allow high-
er charge rates for a number of vehicles in a neighborhood, automate measurement
of energy for reduced night-time rates, and allow public charging away from home
and for people without garages.

Question 3. 1 was interested to learn that EPRI is moving forward with a large-
scale technology smart grid demonstration program. I believe we must modernize
our nation’s electricity transmission and distribution system and to that end, Con-
gress included a Smart Grid title in the 2007 Energy Independence and Security

ct.

Why isn’t EPRI working with the Energy Department as part of its Smart Grid
Advisory Committee? Is EPRI working with the federal government in any capacity
on Smart Grid issues?

Answer. EPRI is working closely with the Department of Energy, Environmental
Protection Agency, Federal Energy Regulatory Commission, and the
Nationallnstitute of Science and Technology on Smart Grid issues. We meet regu-
larly with each of these organizations to discuss interoperability standards, common
information protocols, and the overall requirements for the Smart Grid. Recently,
EPRI was invited by DOE to present “Smart Grid Characteristics, Values and
Metrics” at its Smart Grid Implementation Workshop in Washington. We have also
been invited to present at the July 23 FERC-NARUC Smart Grid Collaborative
meeting. EPRI staff attended the first Electricity Advisory Committee meeting and
the Institute would be most pleased to contribute technical information at any time.
In addition, EPRI is developing a five-year Smart Grid Demonstration Initiative
that is expected to have ten or more substantial demonstrations focusing on the in-
tegration of widely distributed resources. We anticipate broad stakeholder participa-
tion and close coordination with DOE.

RESPONSES OF ToM WILSON FROM SENATOR SESSIONS

Question 1. How do carbon emissions of plug-in hybrid vehicles compare to con-
ventional gasoline-, diesel-, and hybrid-powered vehicles when taking the current
national electricity mix into account?

Answer. EPRI recently examined this question in the most comprehensive envi-
ronmental assessment of electric transportation to date. Conducted with the Natural
Resources Defense Council (NRDC), the assessment focuses on the likely environ-
mental impacts of bringing a large number of PHEVs onto American roads over the
next half century.

The first part of the study used a scenario based modeling analysis to determine
how PHEVs would change U.S. greenhouse gas (GHG) emissions between 2010 and
2050 under various circumstances. This inclusive “well to wheels” analysis tracked
emissions from the generation of electricity to the charging of PHEV batteries and
from the production of motor fuels to their consumption in internal combustion vehi-
cles. Researchers used detailed models of the U.S. electricity and transportation sec-
tors to create a range of potential scenarios and changes in both sectors. The three
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scenarios for the electricity sector represented high, medium, and low levels of car-
bon dioxide (CO,) and total greenhouse gas emissions, as determined by the pro-
jected mix of generation technologies and other factors. For the transportation sec-
tor, the three scenarios represented high, medium, and low market penetration of
PHEVs from 2010 to 2050. Results were unambiguous: GHG emissions were re-
duced significantly over the nine scenario combinations.

The cumulative GHG emissions reduction by 2050 was at least 3.4 billion metric
tons (Gt), assuming a persistently high level of CO, intensity in the electricity sector
and a low level of PHEV fleet penetration. Assuming low CO, intensity and a high
level of fleet penetration, the cumulative GHG reduction was 10.3 Gt. Reductions
were realized for each region of the country.

RESPONSES OF RAYMOND L. ORBACH TO QUESTIONS FROM SENATOR BINGAMAN

Question 1. The TEA report lists Hydrogen Fuel Cell Vehicles as on [sic] of its
17 key technologies. In your testimony you list hydrogen as a fuel as an attractive,
breakthrough technology, but one that is a longer-term possibility. Should it be con-
sidered as a technology that will be able to achieve significant market penetration
by 2030? Will it be commercially viable before 2030? Before 20507

Answer. The Department of Energy’s (DOE) Hydrogen Program is working to
overcome barriers to the commercialization of hydrogen and fuel cell technologies—
including fuel cell vehicles (FCVs) as well as fuel cells for stationary and portable
power applications. The Program is led by the Office of Energy Efficiency and Re-
newable Energy (EERE), and integrates EERE’s efforts with the R&D efforts of the
offices of Nuclear Energy, Fossil Energy, and Science, and coordinates with the De-
partment of Transportation. The Program’s primary strategic document, the Hydro-
gen Posture Plan, identifies a number of technology development targets in the 2015
timeframe that will enable automobile and energy companies to opt for commer-
cialization of fuel cell vehicles (FCVs) and hydrogen fuel infrastructure by 2020. The
Posture Plan is currently being updated by DOE.

Analysis conducted by Oak Ridge National Laboratory! suggests that if the Hy-
drogen Program’s 2015 targets are met and effective transition policies are in place
to overcome initial economic barriers, the market share of fuel cell vehicles could
grow to 50 percent by 2030 and more than 90 percent by 2050. However, the exact
timeline of market penetration and commercialization will depend on a variety of
factors, including the pace of scientific and technological progress, the market’s ac-
ceptance of a new technology, and the time it takes the private sector to make the
necessary investments in infrastructure.

In 2004, the National Research Council conducted a comprehensive analysis of the
path toward a hydrogen economy.? In its “optimistic scenario,” hydrogen fuel cell ve-
hicles would comprise 40 percent of new vehicle sales (not the fleet stock) in 2030.

Question 2. 1t is clear from the IEA report that the sooner we can implement tech-
nologies still in the basic and applied research stage, the more options we will have
to reduce emissions. How can [sic] structure our R&D system to speed up the trans-
fer of knowledge being generated from basic research to its implementation in the
applied areas of technology development?

Answer. Department-wide research and development (R&D) integration activities
seek to align the science programs and the technology programs to accelerate the
seamless transfer of basic discovery science to the applied research and technology
development stages. Science pursues high-risk, game-changing knowledge that has
the potential to create transformational technologies. Science also seeks solutions to
the longer-term scientific issues that challenge multiple technology platforms (such
as materials in extreme environments, basic biological processes in plants and mi-
crobes that form the basis of renewable biomass, control of energy, and charge
transduction in solar energy conversion). Technology programs focus on improving
the performance and reliability of existing technology platforms towards specific
near-to-mid-term goals. By housing science programs and technology programs in a
single agency, DOE brings the strengths of both types of programs to bear in solving
our Nation’s energy security challenges.

The basic research programs in the Office of Science and the DOE applied tech-
nology programs also facilitate the bridging of basic and applied research by holding

1 Analysis of the Transition to Hydrogen Fuel Cell Vehicles and the Potential Hydrogen En-
ergy Infrastructure Requirements (ORNL/TM-2008/30). March 2008. D. Greene et al & P. Leiby
(ORNL); B. James & J. Perez (Directed Technologies, Inc.); M. Melendez & A. Milbrandt
(NREL); S. Unnasch, D Rutherford & M. Hooks (TIAX)

2 National Research Council. 2004. The Hydrogen Economy: Opportunities, Costs, Barriers,
and R&D Needs. National Academies Press. www.nap.edu.
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joint arantee and contractor meetings. These meetings promote communication be-
tween researchers and technology developers, stimulate the sharing of ideas, and
promote collaboration to bridge and minimize gaps in the research continuum. The
Hydrogen Fuel Initiative, for example, which funds both basic and applied research,
promotes links between the two communities through joint meetings among all of
the grantees to directly foster interactions and transfer knowledge. The Depart-
ment’s Small Business Innovation Research (SBIR) program also provides a mecha-
nism for the research community to bridge basic and applied research for the devel-
opment of new technologies.

There have been many cases of knowledge transfer between basic and applied re-
search programs with successful industrial impact. One example concerns battery
research. A basic research project initiated by the Office of Science at the Massachu-
setts Institute of Technology more than a decade ago led to the discovery of a new
nanostructured cathode material for battery applications. Based on the knowledge
gained, a new battery technology was developed by A123Systems of Watertown,
Massachusetts. The development was further supported by a DOE SBIR grant start-
ing in 2002 and support by the Office of Energy Efficiency and Renewable Energy.
Within the last three years these new batteries have reached the commercial mar-
ketplace in power tools produced by North America’s largest toolmaker, Black and
Decker, and they currently are being implemented in hybrid and plug-in hybrid
electric vehicles, amongst other applications. In early August 2007, Al23Systems
and General Motors (GM) announced the co-development of Al23Systems’
nanophosphate battery for use in GM’s electric drive E-Flex system. This joint effort
is expected to expedite the development of batteries for both electric plug-in hybrid
vehicles and ftiel cell-based vehicles. This successful effort testifies to the impor-
tance of long-term, broad-based fundamental research: it also serves as a model for
the Department’s successful transfer of basic discovery research to breakthrough
technology applications which underpin globally competitive U.S. industries.

Question 3. The IEA report emphasizes the need for RD&D partnerships in devel-
oping critical energy technologies. What current partnerships is the DOE office of
Science involved in? What nations should we be pursuing closer research partner-
ships with?

Answer. The Office of Science has international research partnerships in a num-
ber of areas. The best examples of such partnerships are U.S. participation in the
Large Hadron Collider, an important high energy physics experiment, and in ITER,
an international partnership to build the first sustained burning plasma fusion ex-
perimental reactor. The common feature of these two experiments is their scale—
their size would make it prohibitive for any one nation to attempt to build them.

The question of large-scale scientific facilities was one of the featured discussions
at the G-8 Science Ministerial in Okinawa, Japan in June, 2008. The U.S. delega-
tion raised the topic of the need for continued international cooperation on these
large-scale science facilities; and Ministers generally understand the importance of
cooperation not only to fund such large-scale projects, but also to gain the widest
scientific, engineering and project management expertise possible. The G-8 Science
Ministers will continue to discuss this issue at coming meetings, with the hope of
creating a template for future international cooperation.

Secretary Bodman participated in the G-8 Energy Ministerial meetings in June
where ministers and other high-level government officials from G8 countries, China.
India, and Korea (G8+3) discussed ways to enhance global energy security, while si-
multaneously combating global climate change. During the meeting the G8 coun-
tries stressed the critical role of carbon capture and storage (CCS) in tackling the
global challenges of climate change and energy security. The countries agreed to
launch 20 carbon capture and storage demonstration projects by 2010. Under its re-
structured FutureGen program, the U.S. will provide funding for the addition of
CCS technology to multiple commercial-scale Integrated Gasification Combined
Cycle (IGCC) or other advanced clean-coal technology power plants. Additionally,
the U.S. is funding nine large-scale field tests of geologic storage of carbon dioxide
(injecting at least 500,000 tons/year of carbon dioxide), using carbon dioxide from
a variety of conventional sources.

Secretary Bodman and his G8+3 colleagues agreed to the establishment of the
International Partnership for Energy Efficiency Cooperation (IPEEC). The IPEEC
will serve as a high-level forum for facilitating a broad range of actions that yield
high efficiency gains. The partnership will support on-going work of the partici-
pating countries and relevant organizations, exchanging, information of best prac-
tices policies and measures and developing public-partnership in key energy con-
suming sectors as well as on a cross-sectoral basis.

Question 4. Undersecretary Orbach, you oversee the Department’s science and
technology portfolio and you have often stated it is your job to manage this portfolio
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in an integrated fashion. Can you please explain the programs you have or are pro-
posing for FY2009 that integrate the Office of Science activities with those of the
applied energy programs?

Answer. The Office of Science (SC) provides basic research in broad areas relevant
to the Department’s applied programs, as well as to applied research programs in
universities, research institutions, and industry. This support is provided primarily
through our Basic Energy Sciences, Biological and Environmental Research, Ad-
vanced Scientific Computing Research, and Nuclear Physics programs, although
other S}? programs have also provided discoveries that have application in applied
research.

The Department’s July 2006 report, “DOE Strategic Research Portfolio Analysis
and Coordination Plan,” identified 21 additional areas of opportunity for coordina-
tion that have great potential to increase mission success. SC supports basic re-
search and coordination efforts that underpin nearly all 21 areas, and six areas are
highlighted in the FY 2009 SC budget request for increased R&D coordination: Ad-
vanced Mathematics for Optimization of Complex Systems, Control Theory, and
Risk Assessment; Electrical Energy Storage; Carbon Dioxide Capture and Storage;
Characterization of Radioactive Waste; Predicting High Level Waste System Per-
formance over Extreme Time Horizons; and High Energy Density Laboratory Plas-
mas. The Office of Science request for FY 2009 R&D coordination is $114.9 million.
These areas are in addition to the research areas the Office of Science has coordi-
nated with the Department’s applied programs over the past several years, includ-
ing hydrogen production, storage, and use; solar energy utilization; biofuels derived
from biomass; advanced nuclear fuel cycle technologies; and building technologies
and efficient industrial process.

SC also proposes in our FY 2009 budget to initiate new models of research man-
agement. Following on the success of the Bioenergy Research Centers, which re-
cently began operations. the request provides competitive funding for Energy Fron-
tier Research Centers. These centers, which we expect will be built around collabo-
rations among universities, laboratories, and private entities, will allow SC to har-
ness even more of the Nation’s inventive genius in pursuit of energy and national
security, as well as economic competitiveness. We expect these basic research effiwts
will have significant benefits for applied energy research.

Question 5. Undersecretary Orbach, you have often stated that while it is impor-
tant for the Office of Science to integrate in with the activities of the applied energy
programs—they should not drive the Office of Science—you often call this a reverse
osmosis effect—can you please explain what you mean by that?

Answer. Reverse osmosis is, perhaps, not the best analogy. The issue has to do
with the extent to which basic research should he independent of direction by the
technology needs of the Department, While basic research should collaborate with
the applied programs, it should never be directed by them. Such direction, even if
well-intentioned, could serve to down-select basic research solely to those areas of
greatest perceived promise and thus diminish the potential for basic research dis-
coveries and breakthroughs to bring to light new technology solutions that may have
broader. unexpected impacts. The R&D community and the science mission agencies
have long recognized that the results of basic research often cannot be foretold. A
single basic research discovery can have hundreds, if not thousands of applications,
which may evolve only gradually over time. That is the unique benefit of basic re-
search—to the Department’s technology programs and to the Nation. At the same
time, however, the basic research community should be informed of the needs of the
applied research community and the technological barriers they face and should de-
velop basic research directions (“use-inspired” research) that attempt to answer
questions and acquire the fundamental knowledge needed to overcome the techno-
logical barriers. Such communication has been facilitated by the technical work-
shops the Office of Science has lead over the past six years.

I would also like to point out that attempts in the past to place an applied tech-
nology “filter” on basic research programs in the mission agencies have not been
successful. The well intentioned attempt of the Mansfield Amendments of 1973, for
example, to tightly couple basic research to applications failed to achieve the desired
results and had adverse impacts on basic research that have reverberated through-
out the research enterprise. The Mansfield Amendments also famously separated
the basic academic research community from the defense R&D establishment and
negatively affected the NASA and AEC realms as well. Such attempts to “direct”
basic research drive federal agencies to place greater focus on short-term R&D at
the expense of longer-term basic research. Private sector R&D is also increasingly
focused on short-term R&D with demonstrated value to company stockholders. As
a result, basic research funding in the U.S. has been relatively flat in recent years.
If this trend continues, the U.S. will find it increasingly difficult to develop the truly
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transformational energy technologies we need to maintain our global leadership and
economic competitiveness.

Question 6. Undersecretary Orbach, in my visits to the national laboratories it is
becoming apparent to me that facilities like the Combustion Research Facility at
Sandia Livermore are becoming the de facto interface between basic and applied
programs. Does the Department realize that this gap exists in translating basic en-
ergy research into applied research and what is it doing to solve this problem?

Answer. The Department of Energy (DOE) has long recognized the challenge of
translating basic energy research into applied programs and ultimately into trans-
formative energy technologies. The ongoing efforts to identify and address priority
research needs that help bridge the gap between basic and applied research include
the DOE scientific and technical workshops and the basic and applied R&D coordi-
nation working group efforts, and Federal and DOE laboratory working groups.

The example you cite, the Combustion Research Facility (CRF) at Sandia National
Laboratories, Livermore, is one of many examples of a successful interface between
basic and applied energy programs at the DOE laboratories. The CRF was originally
implemented 28 years ago as an Office of Science user facility and, as with all SC
user facilities, has served both basic and applied researchers in the area of combus-
tion science by providing unique experimental and computational resources. Over
the years, the CRF has evolved into a laboratory with a significant internal portfolio
of basic research, supported by the Office of Science, and applied research, sup-
ported by DOE technology programs. At the same time, the CRF has maintained
a leading presence in the combustion science community as a center for collabo-
rative research that has included strong connections with th U.S. automotive and
engine manufacturing industries.

There are numerous other examples beyond CRF and vehicle technologies where
the co-siting and co-funding of basic and applied researchers have led to effective
knowledge transfer and significant technological progress. Examples of such suc-
cesses include multi-junction solar cell research at the National Renewable Energy
Laboratory that set the world record in photovoltaic efficiency; development of inter-
metallic alloys at Oak Ridge National Laboratory that achieved savings of millions
of dollars at U.S. steel plants; and ultrananocrystallince diamond research at Ar-
gonne National Laboratory that enabled world-wide commercialization of abrasion-
resistant coatings.

Furthermore, knowledge transfer is best accomplished by people—and SC sup-
ports the training of large numbers of students and researchers by funding their ex-
periments and their use of major SC facilities such as light sources, neutron sources,
Nanoscale Science Research Centers, electron micro-characterization facilities, and
supercomputers. The Department will continue these and other efforts to enhance
the integration of basic and applied research at scientific user facilities, DOE na-
tional laboratories, U.S. universities, and industries and to better address the crit-
ical need to translate basic scientific discovery into transformative energy tech-
nology.

Question 7. Undersecretary Orbach—along these lines of inquiry—why hasn’t the
Department been able to initiate a focused basic research program to support the
applied programs in solid state lighting, it seems a natural area for your
nanosciencc areas but for more than four years no such program has emerged?

Answer. The Office of Science (SC) supports a forefront Fundamental research
program that builds a solid foundation of new knowledge to increase our under-
standing of how nature works, helping create transformational technologies for long-
term energy security. Specifically, SC-supported nanoscience research focuses on un-
derstanding and controlling matter at the quantum, atomic, and molecular levels,
where energy is generated, stored, transferred, and utilized. Such knowledge will
impact a broad range of current and future generation energy technologies, includ-
ing lighting applications.

In the spring of 2006, SC held a workshop on basic research needs for solid state
lighting, which further highlighted the impact of nanoscience on energy applica-
tions. Had the FY 2008 appropriation supported the requested level, we would have
been able to initiate a focused solid state lighting research program during FY 2008;
however, it did not. The FY 2009 budget request proposes Energy Frontier Research
Centers that will bring together teams of investigators to address the grand chal-
lenges in basic research, as identified in several workshops, and could include solid
state lighting research.

Question 8. Undersecretary Orbach,—Table 5.3 in the ETP 2008 report seems to
me to be the critical underpinning of implementing technologies in a carbon con-
strained world, I ask that the Department please evaluate this table and give the
committee its opinion on current cost, learning rate and cost to target to reach com-
mercialization?
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Answer. While I cannot comment on the specific economic assumptions and pre-
dictions contained in the table, I can state that each of these forms of energy gen-
eration may require additional basic and applied research to make it a desirable al-
ternative.

RESPONSES OF RAYMOND L. ORBACH TO QUESTIONS FROM SENATOR DOMENICI

The Energy Technology Perspectives report emphasizes the importance of funding
for basic science education and technology research and development, particularly
in energy. The IEA analysis says that funding in these areas is half what it was
25 years ago.

Question 1. Although the U.S. science and technology R&D funding is significantly
greater than that of other countries, do you believe there is a need to reprioritize
funding to better support energy technology development?

Answer. The Office of Science (SC) is constantly assessing the priorities of our re-
search efforts to ensure the best return on investment to the U.S. taxpayer and sup-
port the Department’s mission. In setting priorities we consider existing and devel-
oping mission needs and areas of greatest promise for basic research, as informed
by a series of rigorous assessments. These assessments include National Academy
of Sciences studies, SC research planning workshops, and SC Advisory Committees’
reports, as well as coordination across the Administration and consultation with the
Congress. Congressional Committees of Jurisdiction receive information on SC prior-
ities primarily through the budget process but SC also provides the Committees and
interested Members with information from the various expert professional assess-
ments it commissions.

Further, SC is proposing to initiate a new model of research management and
prioritization. Following on the success of the Bioenergy Research Centers, which
recently began operation, the Office of Science will provide competitive funding for
Energy Frontier Research Centers. These centers will allow the Office to harness
even more of the Nation’s inventive genius in pursuit of our goals of energy and na-
tional security, as well as economic competitiveness.

Question 2. The Energy Technology Perspectives report considers technology im-
plementation over the next 40 years. Even with this horizon the TEA argues that
1t is necessary to make technology selections today given the long economic life typ-
ical of energy generation and industrial facilities.

Of the transformational technologies you discussed in your testimony, which do
you believe have the best prospects for impacting the implementation of low carbon
technology on that time scale?

Answer. The transformational technologies I mentioned will result from basic re-
search investments we make today. I expect many of the technologies will be avail-
able within 40 years, but it is difficult to predict precisely. In the area of biological
innovation, where the investment is quite large in terms of facilities, researchers,
and research facilities we may see transformational changes in years, rather than
decades. But fusion energy, for example, which holds tremendous long-term poten-
tial, is still decades away, and will likely be nearing commercialization towards the
end of 40 years.

It is important to maintain a balanced research portfolio to assure that we have
the ability to continue to build our energy supply through currently existing low car-
bon methods such as nuclear energy, coal with sequestration, and renewables, while
continuing to pursue breakthroughs in transformational energy research areas.

Question 3. The Energy Technology Perspectives report describes a number of CO»
emission reduction scenarios based on modeling of the global economy. How well do
you think these models reflect the particular realities of the U.S. economy? Are
there certain technological options that the U.S. might not benefit from or, alter-
natively, might receive greater benefit from?

Answer. Energy Technology Perspectives 2008 (ETP’08) contains an assessment of
clean energy technologies, roadmaps to commercialize these technologies and emis-
sion reduction scenarios (“Baseline”, “ACT” and “Blue” scenarios). ETP’08 does not
provide country-level data so a direct comparison with U.S. energy-technology mod-
els is not possible. Nonetheless, the technology strategies identified in the U.S. Cli-
mate Change Technology Program Strategic Plan (September 2006, DOE/PI-0005)
are consistent with those outlined in ETP’08. All important energy technologies
identified in ETP’08 are part of DOE’s technology portfolio and supported in the
President’s FY 2009 budget request.

RESPONSES OF RAYMOND L. ORBACH TO QUESTIONS FROM SENATOR BUNNING

Question 1. Mr. Orbach, you suggest that much of our needs could be met by nu-
clear power, but you also mention that many hurdles stand in the way. While I un-
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derstand some of these obstacles like the Yucca Mountain program that has been
stalled by some of my colleagues, would you please offer this committee any policy
suggestions that we can hopefully pass today to make new nuclear facilities a real
source of power?

Answer. While it is too early to declare victory, I remain guardedly optimistic that
we will see new nuclear capacity during the next decade. Over the last 5 years,
there has been significant progress in revitalizing commercial nuclear power within
the United States, stemming from federal energy policy, market conditions and fore-
casts, and concerns over carbon emissions. The nuclear industry has indicated inter-
est in submitting applications to construct up to 34 new reactors domestically; appli-
cations that cover 18 units have already been received by the Nuclear Regulatory
Commission.

Equally important to bringing new reactors online is maintaining the current fleet
of 104 operating reactors. Operating these reactors for periods longer than their
present certification requires better understanding of plant components and sys-
tems. I believe the best strategy to achieve the required level of understanding is
through development and application of science-based tools that can systematically
evaluate the components and systems of these reactors, which I believe is necessary
to ensure their continued contribution to our energy portfolio for as long as reason-
ably possible.

And finally, we need to fully implement the Advanced Fuel Cycle Initiative/Global
Nuclear Energy Partnership, which will help reduce proliferation risks and address
longer-term waste concerns. We want to work with emerging nuclear power nations
as they take their first steps to help ensure that increases in global demand for nu-
clear energy are met with proliferation-resistant solutions.

Question 2. I want to be clear—I support efforts to expand wind and solar energy
where it makes economic and logistical sense. However, I am not naive—the wind
does not always blow and the sun does not always shine. And in times like these,
I believe it is critical that our nation’s electric grid have a backstop to ensure gen-
eration does not cease due to weather conditions. Dr. Orbach, would you agree that
until renewable energy can be stored at a level that meets all the demands of our
utility grid, our nation would be wise to also invest in other advanced energy infra-
structure—like new coal plants and nuclear plants—that meet future demand no
matter the forecast?

Answer. Yes. While the Administration promotes all forms of clean energy
through the Department of Energy’s research and development programs, there are
currently no proven technologies other than coal and nuclear power that can provide
large quantities of “always on” electricity needed to power America’s businesses and
industry. The Department is focusing its research and development efforts on ad-
vanced energy technologies that could transform the way we produce and use en-
ergy. Basic and applied research that could improve technology to capture and store
electricity is key to deploying some renewable energy technologies at a greater scale.
Investing in a portfolio of energy technologies, including nuclear and coal, is the
best ;pproach to meeting the Nation’s near-term and long-term projected energy de-
mands.

Question 3. Dr. Orbach, you mentioned that scientific breakthroughs in bioenergy
can change the whole equation. While I hope you to be right. I would also like to
look at what can be done today to diversify our nation’s fuel source outside of our
agriculture industry. That is why I introduced coal-to-liquid legislation. This clean
burning diesel and jet fuel allows our nation to kick its dependence on middle east
oil and keeps energy dollars here at home. Would you agree that if given similar
incentives to that of bioenergy, CTL could increase our energy supply and bring re-
lief to domestic air carriers, along with other forms of American transportation?

Answer. Depending on the economics of production and the price of transportation
fuels, coal-to-liquids technology could increase our diesel and jet fuel supply. The
U.S. Government—directly and through industrial partnerships and international
cooperation—has previously supported research and development on coal-to-liquids
technology. These government programs resulted in improved processes, catalysts
and reactors. In part as a result of these past efforts, technology is commercially
available for producing liquid fuels from coal that are clean, refined products requir-
ing little if any additional refinery processing. These fuels can use the existing fuels
distribution and end-use infrastructure. The greatest market barriers for commer-
cial introduction of the technology in the U.S. are the uncertainty of world oil prices,
the high cost of coal to liquids production coupled with high initial capital cost, the
long decision-to-production lead times, and the challenge of incorporating carbon
management into producing coal-to-liquid products.

Question 4. Dr. Orbach, I often hear that the United States must do more as a
leader of clean technologies. Yet, some of the folks who make this argument object
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to policy that would give clean coal technology the same incentives given to wind
and solar energy, even as China builds roughly 50 coal plants a year. You said that
there are obstacles when addressing carbon sequestration and clean coal technology,
but do you believe that if given the same incentives as other clean technologies,
United States clean coal can change the way the world approaches coal generation?

Answer. Clean coal technology is an important component of the Administrations
vision for a cleaner, more secure energy future. Advancements in this technology
can address concerns about CO, emissions and global climate change while main-
taining coal’s important role in our economic and energy security. Proper incentives
and policy can support the development of technologies for affordable CO, capture
and Carbon Capture and Storage (CCS) demonstration projects that will help accel-
erate their deployment in the energy market. In addition, the Department is work-
ing through the Office of Fossil Energy’s Carbon Sequestration Program to develop
low-cost novel technologies to capture CO, and to validate the safety and effective-
ness of CO, geologic sequestration. However, technology development takes signifi-
cant time and resources. Scaling from laboratory experiments to a commercial oper-
ation may require years of effort and investment both by the Federal Government
and industry.

[Responses to the following questions were not received at the
time the hearing went to press:]

QUESTIONS FOR RAYMOND J. KOPP FROM SENATOR BINGAMAN

Question 1. In your testimony you make the important point that only with com-
plementary policies will an energy technology deployment scheme be workable. Can
you speak to the effectiveness of the EU ETS in encouraging the development and
deployment of clean energy technologies?

Question 2. In regards to carbon pricing and carbon allowance allocation, the IEA
report makes the statement that given the distinct sector emission reduction pricing
ranges and option characteristics, a single generic price or cap across the whole en-
ergy system may not be the best approach to incentivizing CO, reductions. In such
circumstances, industries with cheaper options could benefit from large windfall
profits. Do you have any thoughts on a workable allocation or pricing scheme that
would avoid such a situation?

QUESTIONS FOR RAYMOND J. KoPP FROM SENATOR DOMENICI

In your testimony you refer to the impact that public perceptions have on the
adoption of low carbon emitting technology. Perceived risks and “not in my back
yard” concerns have certainly had an impact on needed expansions to the electrical
grid and adoption of clean nuclear and renewable technologies.

Question 1. Can you suggest ways in which we might educate the public on the
fundamental issues associated with energy technology and greenhouse gas emissions
so that they can make better informed cost benefit decisions?

Question 2. We all recognize that renewable energy must be part of the solutions
to meet ever increasing global energy demands while also addressing CO, emissions.
However, setting goals and targets is quite a different thing than actually accom-
plishing them. I understand that there is a significant backlog of renewable energy
projects that are unable to transmit their energy to the grid. The fact is that with
only a 6.8% growth in total transmission line miles since 1996, our nation’s infra-
structure development is simply not keeping pace with system demands.

Do you agree that one of the major obstacles to the development of renewable en-
ergy is the lack of available transmission capacity to bring alternative energy re-
sources online? In EPAct 2005, Congress sought to address transmission siting in
general through the use of National Interest Electric Transmission Corridors in
areas of severe congestion. In addition federal authority needed to ensure the nec-
essary transmission infrastructure?



